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RAILROAD RETIREMENT ACT 
(Dual Benefits) 


TUESDAY, JUNE 2, 1953 


Hovse or REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D, ¢ 

The committee met, pursuant to call at 10 a. m., in room 1334, 
New House Office Building, Hon. Charles A. Wolverton (chairman) 
presiding. 

The CuarrMan. The committee will please be in order. 

The hearings scheduled for today, tomorrow, and Thursday will 
be limited to the 18 bills to amend the Railroad Retirement Act, 
which would repeal the so-called dual-benefit reduction provision of 
the amendments to that act, approved October 30, 1951 (sec. 7 of 
Public Law 234, 82d Cong.) These bills are as follows: 

H. R. 356, by Mr. Van Zandt; H. R. 2929, by Mr. Dague; H. R. 
2961, by Mr. LeCompte; H. R. 3642, by Mr. Price; H. R. 3643, by 
Mr. Price; H. R. 3784, by Mr. Williams of Mississippi; H. R. 3787, 
by Mr. Withrow; H. R. 3975, by Mr. Allen of California; H. R. 
4163, by Mr. Miller of Galiforni. H. R. 4169, by Mr. Thornberry; 
H. R. on, by Mr. Wampler; H. R. 4272, by Mr. Jones of Alabama; 
H. R. by Mr. Rhodes of Pennsylvania; H. R. 4670, by Mr. 
wee it R. 4682, by Mr. Poulson; H. R. 4831, in part, by Mr. 
vou Zandt; H. R. 5065, by Mr. Rees of Kansas; and H. R. 5097, 
by Mr. Cunningham. 

All these bills would repeal the last paragraph of section 3 (b) of 
the Railroad Retirement Act, which is the provision against dual 
benefits on the basis of service before 1937. Some of these bills also 
would amend the third proviso of section 2 (e) of the act, which 
proviso relates, in part, to the reduction of the spouse’s annuity by 
the amount of certain insurance benefits under the Social Security 
Act. 

The last paragraph of section 3 (b) of the act requires that, if an 
individual is eligible to receive a railroad retirement annuity which 
is based in part on service before 1937 (for which no retirement taxes 
were paid), and if he is also eligible to receive an old-age benefit 
under the Social Security Act, his railroad annuity must be reduced 
by the amount of the social-security benefit, provided, however, that 
the reduction may not be below the amount which the individual 
is entitled to receive on the basis of his railroad service after 1936 
for which he paid retirement taxes. I understand that approximately 
30,000 individuals now. on the railroad-retirement annuity rolls are 
affected by this provision of the law. 
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By way of background information, I should like to state how this 
dual-benefit provision became part of Public Law 234, of the 82d 
Congress. The original railroad retirement bill upon which hear- 
ings were held in the 82d Congress was H. R. 3669, introduced b 
Mr. Crosser, the then chairman of the committee. As introduced, 
this bill contained the dual-benefit provision. The committee re- 
ported a substitute bill which did not contain this provision together 
with many other provisions of the original bill. The bill which 
passed the House on October 16, 1951, did not contain this dual- 
benefit provision. However, the bill, S. 1347, which passed the Senate 
on October 15, 1951, did contain this provision. The House and 
Senate conferees met and agreed to adopt the Senate language in 
this respect. And the conference report was adopted by both Houses 
of Congress. 


(H. R. 356, together with the reports, is as follows :) 
[H. R. 356, 83d Cong., 1st sess. ] 
A BILL To amend the Railroad Retirement Act of 1987, as amended 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 3 (b) of the Railroad 
Retirement Act of 1937, as amended, is hereby further amended, effective 
October 30, 1951, by striking the last paragraph thereof. 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
Chicago 11, Ill., February 20, 1953. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 

DeaR Mr. WotvertTon: This is a report on H. R. 356 introduced in the House 
of Repesentatives by Mr. Zandt on January 3, 1953, and referred to your commit- 
tee for consideration. 

The bill would strike out, effective October 30, 1951, the last paragraph of 
section 3 (b) of the Railroad Retirement Act of 1937, as amended by section 7 
of Public Law 234, 82d Congress, 1st session, enacted October 30, 1951. This 
paragraph provides as follows: 

“The retirement annuity or pension of an individual, and the annuity of his 
spouse, if any, shall be reduced, beginning with the month in which such in- 
dividual is, or on proper application would be, entitled to an old-age insurance 
benefit under the Social Security Act, as follows: (i) In the case of the indi- 
vidual’s retirement annuity, by that portion of such annuity which is based on 
his years of service and compensation before 1937, or by the amount of such 
old-age insurance benefit, whichever is less, (ii) in the case of the individual’s 
pension, by the amount of such old-age insurance benefit, and (iii) in the case 
of the spouse’s annuity, to one-half the individual’s retirement annuity or pen- 
sion as reduced pursuant to clause (i) or clause (ii) of this paragraph: Provided, 
however, That, in the case of any individual receiving or entitled to receive an 
annuity or pension on the day prior to the date of enactment of this paragraph, 
the reductions required by this paragraph shall not operate to reduce the sum 
of (A) the retirement annuity or pension of the individual, (B) the spouse’s 
annuity, if any, and (C) the benefits under the Social Security Act which the 
individual and his family receive or are entitled to receive on the basis of his 
wages to an amount less than such sum was before the enactment of this 
paragraph.” 

The reason for this quoted paragraph is found in the report of the Senate 
Committee on Labor and Public Welfare (which revised the bill S. 1347, later 
enacted, substantially, as the amendments of October 30, 1951), as follows: 

“* * * section 7 provides against duplication of credit for prior service. The 
amended Social Security Act is so weighted as, in effect, to give credit for 
service before 1937. In view of this, and since employees who now receive 
credit for service before 1937 have not paid any taxes with respect to such 
service, the sponsors of the bill deemed it appropriate to continue to give credit 







A RR Gm EN RE ARE A ORR ORR A 





' 
' 


a 








RAILROAD RETIREMENT ACT 3 


under the Railroad Retirement Act for prior service, but only if the employee 
does not also receive an old-age benefit under the Social Security Act” (S. Rept. 
890, 82d Cong., 1st sess., p. 24). 

The savings to the railroad retirement system as a result of the above-quoted 
provision of the act have been estimated to be $11 million a year for the first 
10 years, $15 million a year for the next 10 years, $9 million a year for the 
third decade, $3 million for the next 10 years, and steadily decreasing amounts 
thereafter until the savings vanish, approximately in the year 2000. Thus, the 
estimated dollar savings in benefits would aggregate about $385 million. These 
estimated savings were taken into account in making the increases in various 
benefits provided by the 1951 amendments. 

For the reason set forth in the Senate committee report, previously quoted, and 
because the bill would provide no additional funds to meet the increased cost 
of paying benefits under the Railroad Retirement Act, the Board recommends 
that no favorble consideration be given to this bill. 

Moreover, the Board believes that no consideration should be given to bills 
to amend the present Railroad Retirement Act until: (1) The fifth actuarial 
valuation of the railroad retirement system has been completed; and (2) more 
experience in the administration of the act as amended on October 30, 1951 by 
Public Law 234, 82d Congress, Ist session, has been acquired. 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission. 

Sincerely yours, 


WILLIAM J. KENNEDY, Chairman 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington, D. C., May 28, 1953. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 

DEAR Mk. CHAIRMAN: This letter is in response to your requests for reports on 
H. R. 356, H. R. 2929, H. R. 2961, H. R. 3642, H. R. 3643, H. R. 3754, H. R. 3787, 
H. R. 3975, H. R. 4163, H. R. 4169, H. R. 4171, H. R. 4272, H. R. 4279, H. R. 
1670, H. R. 4682, H. R. 4831, H. R. 5065, and H. R. 5097. Each of these 18 bills 
would repeal certain provisions in the Railroad Retirement Act which reduce the 
amount of a railroad annuity or pension where the annuitant or pensioner is 
also eligible for certain insurance benefits under the Social Security Act. 

Each bill would delete the provision in the Railroad Retirement Act which 
requires that the part of a worker's railroad retirement annuity which is based 
on railroad service performed before 1937, or his pension, must be reduced by the 
amount of any retirement benefit that he is receiving, or is eligible to receive, 
under the old-age and survivors insurance program. H. R. 2929, H. R. 2961, H. R. 
5643, H. R. 4169, H. R. 4272, H. R. 4831, H. R. 5065, and H. R. 5097 would also 
delete the provision in the railroad law which requires that a spouse’s annuity 
under the railroad retirement program must be reduced by the amount of any 
old-age and survivors insurance benefit, other than a wife’s or husband’s benefit, 
which the spouse is receiving, or is eligible to receive, under the old-age and sur- 
vivors insurance program. In addition, H. R. 4831 would delete the provision 
which requires that a widow's or child’s survivorship annuity be reduced by the 
amount of any old-age and survivors insurance benefit which the annuitant is 
receiving, or is eligible to receive, under the old-age and survivors insurance 
program. 

None of these 18 bills would have any effect on the benefit payments made 
under the old-age and survivors insurance program, or on the present provisions 
of the Railroad Retirement Act which require cost adjustments between the 
railroad retirement and old-age and survivors insurance programs. Accordingly, 
the question as to whether to abandon the reduction provisions of the railroad 
program with which these bills are concerned would seem to be substantially a 
matter of railroad-retirement policy. 

The Department of Health, Education, and Welfare, therefore, has no recom- 
mendations as to legislative action on these bills. In view of this fact, we do 
not propose to be represented at the forthcoming hearings on these bills, of 
which we have received notice, unless the committee should so desire. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 

Sincerely yours, 
OvetTa CuLp Hospy, Secretary. 

















































RAILROAD ACT 





RETIREMENT 


DEPARTMENT OF THE TREASURY, 
Washington, D. C., March 24, 1953. 

My Dear Mr. WoLvertoN : Further reference is made to your requests for the 
views of this Department concerning certain bills to amend the Railroad Retire- 
ment Act, a schedule of which is attached hereto. These bills involve generally 
a liberalization of eligibility for railroad-retirement benefits, an increase in the 
amount of benefits, or a revision in the method of computing benefits. 

Although the Treasury Department is interested in the fiscal implications of 
the proposed legislation, an adequate appraisal of their consequences necessarily 
entails consideration of (1) the additional costs involved which are more appro- 
priately within the cognizance of the Railroad Retirement Board, and (2) the 
contemplated method of financing such additional costs as to which the bills 
are silent. Accordingly, the Treasury Department is not in a position at this 
time to express any views with respect to the desirability of the proposed 
legislation. 

Very truly yours, 
Evsert P. TuTTce, 
General Counsel. 

(The schedule referred to in the above report has been placed in the 
committee files. ) 

The Cuarrman. In the calling of witnesses I will first hear from 
Members of Congress who are present, as they have other committee 
meetings to attend. 

I will first hear from Mr. Withrow, a Member of Congress from the 
State of Wisconsin. 


STATEMENT OF HON. GARDNER R. WITHROW, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Wirnrow. Mr. Chairman and members of the committee, I 
want to thank you and the members of the committee for giving me 
an opportunity to appear so that I may go to an executive session of 
the Civil Service Committee. 

I introduced the measure H. R. 3787, after Congressman Van Zandt 
and several others had introduced identical bills. I did that with 
their permission and for the purpose of showing that there is a great 
deal of interest in this particular piece of legislation, and I appear 
in behalf of my bill, H. R. 3787, and the other similar bills, to amend 
the Railroad Retirement Act by striking from it that portion of 
section 3 (b) which prohibits du: 1] payme nte from railroad retirement 
and social security. 

I might add that prior to my becoming a Member of Congress I was 
a railroad employee and at the present time I retain my rights as a 
railroad employee, and I believe that I understand what sort t of effect 
this prohibition of dual payments has had upon employees who have 
retired. 

For many years I worked under the Railroad Retirement Act, and 
know from my experience in the railroad industry what a hardship 
this section is now working on thousands of retired employees. Un- 
der the present provisions of this section, a person who has qualified 
for an annuity under both the railroad-retirement and social-security 
systems is penalized by having his railroad retirement annuity de- 
creased by the amount of the annuity he receives from social sec urity. 
This despite the fact that he earned and bought both annuities by 
paying the tax required under both systems by Jaw. 
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This is obviously unfair. In our present economic scale, the retired 
members of our society feel most acutely the sharp increases in the 
cost of living. Their income, in most cases limited to their meager 
annuity, is not increased in proportion to the continual rise in food, 
rent, and clothing; in fact, the slight increases pensioners have received 
under both social security and railroad retirement have been so paltry 
they would be regarded by regular wage earners as not even a men- 
tionable increase. Yet this has been the extent of the relief afforded 
those who must face the same high cost of living that wage earners do. 

How much more sad the picture becomes when we see an impover- 
ished pensioner having his railroad-retirement annuity reduced by 
the amount he receives as an annuity under the social-security system 
when he, during his working lifetime, bought and paid tax under 
both systems for both annuities. 

Because he changed employment midway in his working life, and 
fell under the provisions of another retirement system, he is penalized 
by having part of what he paid for “stolen’ ’ under the present provi- 
sion of section 3 (b). Iam sure Congress did not have grand larceny 
in mind when it enacted the 1951 amendments to the Railroad Retire- 
ment Act, and it should now take action to correct what it so hastily 
and unwisely enacted in the rush of the closing days of that session. 

It was apparent soon after the enactment of this provision that it 
was a misfit. The 1951 railroad-retirement amendments provided for 
a 15 percent increase in annuity benefits. If a person was receiving 
or entitled to receive benefits under the social-security system, he was 
denied that increase and had his railroad retirement annuity decreased 
by the amount he receives or is entitled to receive under the social- 
security system. 

When Congress, in 1952, voted a $5 monthly increase in social- 
security pensions, those persons w er receive railroad-retirement annu- 
ities and social-security annuities were granted this $5 monthly in- 
crease, but simult: aneously their railroad-retirement annuity was de- 
cread by an additional $5, thus nullifying the relief Congress intended 
to grant when it pened the bill. I assume it was not the intention 
of Congress to on one hand offer $5 for what little relief it could 
bring, and on the other hand take it away, simply because a person 
earned his retirement under two separate systems. 

I feel it would be unwise to hesitate at this time and not take the 
necessary action to remedy this evil that we have on our statute books. 

| thank you. 

The Cuamman. Any questions? If not, we thank you for your 
presence. 

Mr. Wrrnrow. Thank vou. 

The CHairman. The committee is well aware of the interest you 
have taken in all legislation that pertains to the welfare of railroad 
employees as well as labor in general throughout the country. 

We thank you for your appearance this morning. 

Mr. Wrrnrow. I thank you. 

Mr. Harris. Mr. Chairman, before our colleague leaves, may I make 
this one comment ¢ 

The CHARMAN. Certainly. 
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Mr. Harris. Our colleague mentioned in his statement the intent of 
Congress. 

I know the gentlemen gave a great deal of attention to the amend- 
ments to the Railroad Retirement Act of 1951. I recall this question 
was, among several others pointed up spec ifically in the debate on the 
substitute whicl h I offered on the floor of the Hor ise. The substitute 
without this provision, was approved by the committee and the House, 
and later put in by conference, and subsequently approved by the 
House, I think the Congress intended to do just what it did at the time 
under the circumstances. 

Mr. Wrrirow. That probably is so; but I cannot believe that Con- 
gress intended to say that this increase of $5 that was given to the 
social-security people under the social security, recognizing that they 
neded i t badly, that there would be no increase at all. I think that 
Gomanine probably intended to do this, but I do not believe that Con 
gress realized the severe repercussions that would take place. 

Mr. Harris. That is the point that I make, because we did have 
discussions on it. Some of us endeavored to explain precisely just 
what the result would be. So, the Congress was informed of this 
problem. 

Mr. Wirnrow. I quite agree. 

Mr. Harrts. Frankly, I was not for it, but nevertheless it was dis- 
eussed. I think the Congress had an opportunity at least to know 
exactly what it was doing when this amendment was provided. 

Mr. Wirnrow. I agree with you on that; but you know in the clos- 
ing days of the session a lot of things were done that probably should 
not have been done, and I think this is one of those things that was 
done in the rush of the getting away from here, and I do believe that 
Congress did not fully realize the terrible repercussions that would 
come by reason of the enactment of this legislation. 

Mr. Wittiams. Mr. Chairman. 

The Cuamman. Mr. Williams. 

Mr. Witurams. Mr. Withrow, I think in connection with what Mr. 
Harris has just said, it might be pointed out that the legislation was 
brought up at the last minute in the last Congress; and after the 
House had worked for months and months and months, in attempting 
to arrive at what it considered to be proper legislation. We had ap- 
proved an entirely different bill than had been passed by the Senate, 
and we were « ranean d with the proposition of having to go to con- 
ference at the Jast minute with two bills, which contained entirely 
different provisions. I think the House was justified in swallowing 
what it admits was not a completely satisfactory bill in order to pro- 
vide the other benefits that went with the legislation. Is not that 
generally what the situation was? 

Mr. Wirnrow. I think that that is correct. 

Mr. Wintiams. Even though the House, in my opinion, was not 
satisfied with this particular provision, it had to accept it in order to 
get any legislation for the benefit of the retired railroad employees. 

Mr. Wrrurow. I think that the gentleman from Mississippi is 
correct. 

The Cnarrman. We thank you. 

Mr. Wirnrow. Thank you. 
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STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


The CHarrman. We will next hear Mr. Van Zandt, a Member of 
Congress from Pennsylvania. 

Mr. Van Zanvr. Mr. Chairman and gentlemen of the committee, 
my name is James E. Van Zandt, representing the 20th District of 
Pennsylvania. 

Mr. Chairman, I am grateful to you and the members of this com- 
mittee for the opportunity to appear before you in support of my bill, 
H. R. 356 designed to repeal the restrictions imposed by the 1951 
amendments to the Railroad Retirement Act prohibiting the payment 
of dual benefits. 

As many of you know, I am a railroad man on furlough while a 
Member of Congress. I came from a railroad family and represent a 
congressional district that has, without doubt, on a percentage basis, 
the greatest number of active and retired railroad employees in the 
United States. 

I mention this to assure you that my interest in the Railroad Retire- 
ment Act is not seasonal because the subject is one that is discussed 
every day in the week, either by mail or in personal conversations 
every weekend that I am able to return to my congressional district. 

Re presenting, as I do, thousands of active and retired railroaders, 
never in all my years of experience with them have I received so much 
violent criticism resulting from enactment of the 1951 amendments to 
the Railroad Retirement Act. 

The criticism centers on that provision of the 1951 amendments 
that prohibits the payment of dual benefits under the social security 
and railroad retirement systems. 

Many of you will recall that when the 1951 amendments to the Rail- 
road Retirement Act were being considered by the House, and the 
Crosser and Hall bills were under discussion, I strongly opposed the 
provision restricting the payment of dual benefits. 

Here is what I said at that time: 

The Crosser bill provides that: The retirement annuity or pension of an in- 
dividual shall be reduced beginning with the month in which such individual is 
receiving or is entitled to receive an old-age insurance benefit under the Social 
Security Act. To give an example: Take the case of a former railroad employee 
who retired in 1941 on 30 years of service at age 65 on an annuity amounting to 
$90 a month. Assume further that during the war he had social security cov- 
ered employment from 1942 through 1946, and applied for and received a social- 
security benefit of $20 a month, which was later increased to $40 under the Social 
Security Amendments of 1950. 

I continued by discussion by stating that: 


By the operation of the Crosser bill, the railroad retirement annuity of $90 
would be increased to $102 a month. However, under the above provision, where 
the retired employee in this case was receiving $40 a month under social security, 
his railroad-retirement annuity would be reduced from $102 a month to $62 a 
month, which would mean that instead of this retired worker receiving higher 
total benefits, he would suffer a reduction of $28 a month in his total railroad- 
retirement and social-security benefits, from $130 to $102 a month. 


And I further said: 


The impression has been given that the Crosser bill is to provide increases in 
all retirement annuities and pensions payable under the Railroad Retirement Act. 
That is one of its purposes. It has another purpose, and that is to reduce many 
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thousand annuities which are now being paid to individuals who have acquired 
rights for benefits under both the Social Security and Railroad Retirement Acts. 

Now, Mr. Chairman, I called attention to the testimony of Mr. Lester 
Schoene, counsel for the Railway Labor Executive’s Association, be- 
fore the House committee in support of the original H. R. 3669, which 
is now the Crosser bill, when asked by Congressman Bennett if, under 
the present act, an individual could draw benefits under both the rail- 
road retirement and social security, he stated: “That is true under 
the present law, yes.” Then, in answer to Congressman Bennett’s 
question, “Is that happening in a good many cases?”, Mr. Schoene 
answered, “I do not know in how many cases it happens, but I would 
say in a substantial number, yes.” (See p. 542 of House hearings. ) 

I also referred to the testimony of Mr. Murray W. Latimer, before 
the House committee (p. 278) in reference to the number of cases in 
which retirement annuities now being paid would be reduced under 
this provision of the Crosser bill when he said: 

I do not know, and neither does anybody else know, how many annuities that 
would be reduced, but I would guess it is in the neighborhood of 20,000 or 25,000. 


Concluding my statement, I said: 


Of course this is another of the proposed savings provision to provide addi- 
tional income to finance the increased and new benefits of the Crosser bill. It 
sounds more like robbing Peter to pay Paul. 

That was a statement, Mr. Chairman, that I made on the floor of the 
House when we were considering the 1951 amendments. 

Mr. Chairman, as I predicted, when the 1951 amendments were on 
the floor, within a few months after the restriction against dual bene- 
fits became effective, a storm of criticism arose with the result that my 
life was made miserable as I tried to explain how the amendment 
originated and why it was necessary for us to accept it and other 
amendments or lose the only opportunity we would have to secure a 
15-percent increase to all annuitants and pensioners and a 3314-per- 
cent increase to widows and surviving children. 

You will recall that the restrictions against dual benefits were writ- 
ten into the Senate version of the bill and were contained in the confer- 
ence report approved by both branches of Congress and finally the 
White House. 

In an effort to correct the situation on June 22, 1952, during the 2d 
session of the 82d Congress, I introduced H. R. 8371 to repeal the pro- 
hibition against dual benefits. 

When I introduced H. R. 8371, I made a statement in which I not 
only pointed out the mounting wave of criticism of the provision de- 
nying dual benefits, but the added fact that it was most difficult to 
administer. This was due to the fact that the Railroad Retirement 
Board was required to check each case with the Social Security Admin- 
istration to determine if the employee had ever performed employ- 
ment covered by the Social Security Act. If the employee was cov- 
ered, it had to be determined as to what benefits were being paid or 
entitled to be paid under the Social Security Act. 

As the result of the 1951 amendments there was established in the 
early part of 1952, the so-called Douglas committee which included 
representation from the Senate as well as the House. 

After due study of the entire Railroad Retirement Act, the Douglas 
committee issued a report from which I would like to read an excerpt 
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regarding the restrictions on dual benefits. In my opinion, the con- 
elusions reached by the Douglas committee represent sound judgment. 

I am quoting from part VII of the Dot iglas report, which has the 
following to say: 


The decision to limit the dual benefit restrictions to cases involving creditable 
prior service only (before 1937), while leading to very substantial savings during 
the next 30 years or so, does not serve to produce a particularly large overall 
reduction in the required level tax rate which must be adequate over the lifetime 
of the system. 

The adoption of the prior-service-restriction provision should effect a saving 
averaging $11 million a year for the first 10 years, $15 million for the next 10 
years, $9 million for the third 10 years, $3 million for the next 10 years, and 
steadily decreasing amounts thereafter until savings vanish by about the year 
2000, 

It is estimated that the resulting savings over this period will come to about 
$385 million. 

These aggregate benefits, when taking the 8 percent interest rate into account, 
have a present worth of about $250 million. This represents a substantial sum, 
but when related to the present worth of 1 percent of future payrolls into pet 
petuity—the $1.658 million which has been referred to previously in the review of 
costs—results in an effective lowering—of the level tax rate for financing ade 
quacy of only 0.15 percent of payroll. 


The Douglas report continues : 


Although the savings involved in the prior-service restriction on dual benefits 
are small, this provision has recently evoked more criticism than any other fea- 
ture of the Railroad Retirement System. 

Naturally, the bulk of this criticism flows from beneficiaries who have had 
their benefits reduced. Many of these received comparatively small benefits 
before the amendments, so that the reduction in their cases has an especially 
pronounced effect. 


At this point the Douglas committee made four recommendations : 


(1) The fact that many retired persons had made plans for retirement under 
the belief that such benefit would be available. 

These people, in many cases, severed their connections with the railroad 
industry, giving up all seniority and other rights in order to take social-security 
employment 

Thus, except for the savings clause which prevented those already receiving 
dual benefits from having the aggregate of their benefits before the 1951 amend- 
ments reduced thereafter, all others who made plans found themselves con- 
fronted with a situation they could not have been expected to foresee: that is, 
a reduction in the railroad benefit originally payable 

(2) Many of those so reduced were already eligible only for relatively low 
benefit amounts. 

(3) Resultant savings of the restriction are not large enough to have over 
riding consideration. 

(4) Although railroad employees paid no taxes on service before 1937, many 
railroads had retirement plans at that time which were taken into account in 
the then current wage structure. 

Mr. Chairman, I concur in the findings of the Douglas committee 
that the restrictions against the payment of dual benefits should be 
repealed because of the gross injustice = has been imposed on 
some 30,000 retired railroaders who had a contract with both the 
railroad-retirement and social-security syste abil by the 1951 amend 
ments Congress abrogated in part these contracts. 

In addition, I think I should mention the fact that when Congress 
was considering the Crosser and Hall bills and finally the conference 
report—every one of the 30,000 railroaders affected by the dual bene- 
fits restriction—were of the opinion that under the 1951 amendments 
they would receive approximately a 15 percent Increase in annuities 
and pensions. 
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The record will show that instead of receiving an increase, and may 

I add the average Member of Congress felt he was voting for such 
an increase, many retired r: ailroaders affected by the dual benefits pro- 
vision actually suffered a reduction in benefits. 

Mr. Chairman, my bill H. R. 356 will repeal section 3B of the Rail- 
road Retirement Act of 1937 as amended and will make the repeal 
effective October 30, 1951, the date the 1951 amendments went into 
effect. This means that all benefits denied the annuitant or pensioner 
since October 30, 1951, will be paid from that date. 

In order to eliminate administrative expense incurred in making 
payments to other heirs or to the estate of the deceased, I suggest that 
my bill, H. R. 356, be amended as follows: 

Page 1, after line 5, insert the following: 

Sec. 2. In the case of any deceased individual whose death occurred before 
the first day of the first month following the month in which this Act is enacted, 
so much of any annuity payment as is due such individual by reason of the 
enactment of the first section of this Act shall be paid only 

(1) to the widow or widower of the deceased, if such widow or widower 
is living on such first day; or 

(2) if there is no such widow or widower, to the child or children of the 
deceased if such child or children are living on such first day. 

For the purposes of this section, the terms “widow”, “windower”, and “child” 
have the same meanings as those assigned to such terms by sections 5 (1) (1) of 
the Railroad Retirement Act of 1937, as amended. 

In asking Committee approval of my bill as amended, I do so with 
the understanding that the Railroad Retirement Board has taken an 
adverse position on it. 

I have read the Fifth Actuarial Report, and I am familiar with the 
suggested payroll tax increase recommended. 

However, Mr. Chairman, the repeal of the restrictions against 
payment of dual benefits will remedy a gross injustice that the 1951 
amendments imposed upon 30,000 good Americans who met all of 
the requirements for retirement benefits under the railroad-retirement 
and social-security systems. 

As I said earlier in my remarks, some 30,000 good Americans had 
a contract with the Railroad Retirement Board that was abrogated 
and in simple justice to them, Congress must right such a wrong 
without further delay. 

Thank you, Mr. Chairman. 

The Cuatrman. Have you finished ? 

Mr. Van Zanpr. That is it, Mr. Chairman. Thank you. 

The Cuarmman. Any questions, gentlemen ? 

Mr. Douutver. Mr. Chairman. 

The CHarrman. Mr. Dolliver. 

Mr. Douiiver. I understand, Mr. Van Zandt, that your amendment 
does substantially what the other bills here provide, with the excep- 
tion of the amendment you just read; is that correct ? 

Mr. Van Zanpr. That is correct. 

Mr. Dotutver. In other words, all of these bills that have been 
introduced have the same end in view, namely, to do away with the 
elimination of dual benefits. , 

Mr. Van Zanpr. That is correct. 

Mr. Do.tiver. How was the number that you suggested have been 
hurt by the legislation in 1951 arrived at? Is that in the report? 

Mr. Van Zanpr. Yes; the Douglas report. 
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Mr. Dotuiver. In the Douglas report 

Mr. VAN Zanpr. It uses the figure of 30,000. 

Mr. Dotiiver. Can you tell use what the average decrease was 
along those same lines? 

Mr. Van Zanpr. I cannot answer officially, but I would say that 
the average annuitant or pensioner is losing about $40 to $50 a month. 

Mr. Dorriver. Under that provision ? 

Mr. Van Zanpr. Under the restrictions on dual benefits. In other 
words, he loses what he receives under the social security as earned 
benefits. 

Mr. Doutuiver. Your bill goes back and picks up these losses, as well 
as the other bills? 

Mr. Van Zanpr. Yes, sir. 

Mr. Dotttver. And also provides for payment to survivors, widows, 
and children ¢ 

Mr. Van Zanpr. Yes; but stops there; not to heirs or estates. 

Mr. Dottiver. Not to heirs or estates ? 

Mr. Van Zanpr. That is correct. 

Mr. Dotiiver. That is all, Mr. Chairman. Thank you. 

Mr. Priest. Mr. Chairman. 

The Cuarrman. Mr. Priest. 

Mr. Priest. Just one question. Mr. Van Zandt, have you made 
any es timate of the cost of the retroactive amendment provision in 
this bill? 

Mr. Van Zanpr. The report which was submitted by the Railroad 
Retirement Board to this committee on my bill, H. R. 356, has this 
to say: 

The savings to the railroad-retirement system as a result of the above- 
quoted provisions of the act have been estimated to be $11 million a year for 
the first 10 years, $15 million a year for the next 10 years, $9 million for the 
third 10 years, $3 million for the next 10 years, and steadily decreasing amounts 
thereafter until savings vanish by about the year 2000. 

Thus the estimated dollar savings and benefits would aggregate 
about $385 million. That is the estimated savings, taking into account 
the various benefits provided for in the 1951 amendments. That is 
na only figure we have on the cost of this amendment, if it is approved 

y the C ongress. 

That is all, Mr. Chairman. 

The Cuarrman. Any further questions, gentlemen? 

If not, we thank you, Mr. Van Zandt, for you contribution to the 
committee, 

Mr. Van Zanpr. Thank you. 

The CuamMan. We realize the interest you have always had in these 
matters. 

Mr. Van Zanpt. Thank you, Mr. Chairman. 

The CratrMan. We will hear Mr. Dague, a Member of Congress 
from Pennsylvania. 


STATEMENT OF HON. PAUL B. DAGUE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Dacur. Mr. Chairman and members of this committee, I very 
much appreciate the pleasure and privilege of speaking in behalf of 
my bill, H. R. 2929. I am a former employee of the railroads, but 
in the light of the rather extensive and, I think, comprehensive testi- 
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mony that has been given by the two Members who have preceded 
me, I believe that any statement I might make would be repetitious, 
and I see no useful purpose in taking the further time of this com- 
mittee, and would therefore ask the privilege of having my statement 
included in the record of the proceedings of this hearing. 

The Cuarmman. Your statement will be included in full in the 
record. 

(The statement follows:) 


STATEMENT FOR THE Recorp on H. R. 2929 BeroreE THE COMMITTEE ON INTERSTATE 
AND ForEIGN COMMERCE BY Hon. Pau B. DAGuE 


The purpose of my bill, H. R. 2929, is to correct what I feel is an inequity 
which has developed in connection with the retirement status of persons having 
earned rights under both the Railroad Retirement Act and the Social Security 
Act. 

There are in my congressional district, and my mail since the introduction 
of H. R. 2929 reflects that there are throughout the entire country, a great 
many annuitants under railroad retirement who subsequent to retiring from 
railroad employme - obtained other positions which brought them under social 
security. Indeed, a great many such persons accepted employment during the 
war when their aidodine skills were needed and felt that by doing so they 
were fulfilling their patriotic obligations. 

During the period of service subsequent to their retirement from railroad 
employment they paid into the social-security fund and thereby acquired a 
contract supplemental to that which they had already paid for under the 
Railroad Retirement Act. At that time nothing was said to them which would 
indicate that such employment would jeopardize their retirement status. It 
is easy to understand, therefore, — consternation when they learned that 
as a matter of fact this additional contract under social security resulted in 
a decrease in the benefits to whik h they were entitled. 

This situation was further aggravated when by the action of the Congress 
railroad-retirement benefits were raised and those who were also entitled to 
social-security benefits found that under the increase they suffered a net loss. 

In urging favorable consideration of H. R. 2929, or comparable legislation, 
by this committee I do so in the belief that such enactment is necessary in order 
to correct a situation which was certainly not anticipated when the original 
act was passed; namely, that the action of Congress in undertaking to increase 
such annuitities would in some cases serve to reduce them. 

Mr. Dacur. Thank you. My purpose in introducing H. R. 2929 
which, with similar bills now bei ‘ing considered by your Committee on 
Interstate and Foreign Commerce, has to do solely with an honest 
desire to correct what I feel is a gross injustice being done retired rail- 
road employees who enjoy a retirement status under both the Railroad 
Retirement and the Old-Age and Survivors Insurance Acts. In this 
connection I might say that I can claim no originality in the authorship 
of my bill and I shall be quite content to lend my support to any meas- 
ure which will accomplish our common objective and which your 
committee may report favorably to the House. 

There presently reside in my congressional district, and my mail 
now reflects that there are scattered ‘throughout the country, a great 
many retired railroad workers who followi ing their re tirement from 
railw: ay employment obt: at other positions which brought them 
under social security. And if a defense need be made of their con- 
tinuing work after iste I would respectfully point out that 
many such persons accepted employment during the war when their 
particular skills were in demand and when they were persuaded that 
by so doing they would be fulfilling their patriotic obligations. In 
addition there was the compelling urgency that their railroad retire- 
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ment annuity, due to the inflationary trend, was inadequate to meet 
their basic living needs. 

While they were working in jobs covered by social security they 
were, of course, making their regular contributions to that fund under 
which they were informed they had a contract just as they had paid 
for and acquired a contract under the Railroad Retirement Act. It 
seems also that it should be emphasized that at no time were these 
Railroad Retirement annuitants cautioned that the acquiring of “dual 
benefits” would jeopardize their retirement status. Indeed their sit- 
uation is comparable to that of a man who buys two insurance policies 
and then learns that the one complements rather than adds to the 
other. It is easy to understand, therefore, the consternation of ow 
petitioners in this matter when they learned that the additional social- 
security contract resulted in a decrease in the benefits to which they 
were originally entitled. 

In urging favorable action by your committee on H. R. 2929, or a 
comparable measure, I do so in the belief that remedial legislation is 
necessary if the Congress is not to fall guilty to the charge of reducing 
certain annuities when in fact they were with the best of intentions 
trying to improve the lot of these deserving pensioners. I am sure 
that the sympathetic understanding with which your committee has 
always considered important social legislation will guide your decision 
in this matter. 

Thank you. 

Mr. Hate. Is your bill identical with the other bills? 

Mr. Dacur. Yes; H. R. 2929. 

Mr. Hate. It is identical with Mr. Van Zandt’s bill ? 

Mr. Dacue. Yes; that is right. Mine does not have, of course, the 
amendment that Mr. Van Zandt just read. 

Mr. Hate. A glance at these bills indicates that they are all in the 
form of Mr. Van Zandt’s or in the form of yours; is that right ? 

Mr. Dacur. Yes; that is right, Mr. Hale. 

Mr. Hesevron. Mr. Chairman. 

The CuHairmaN. Mr. Heselton. 

Mr. Hesevron. The figure of 30,000 individuals affected was pre- 
sented, I believe, by Mr. Van Zandt. I take it that is as of now. Do 
you know anything about or have any information as to how that 
figure was obtained ¢ 

Mr. Dacur. I will have to be perfectly honest and say that the 
first time I heard that figure was when it was read. Apparently it 
came from the Douglas report, which I had not read in its entirety. 

The CuHatrman. Are there any further questions? If not, we thank 
you for your appearance and testimony. Are there any further Mem- 
bers of Congress present who wish to be heard 4 


We will hear Mr. Miller of California. 


STATEMENT OF HON. GEORGE P. MILLER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Mitier. Mr. Chairman, I have a bill in. I do not remember 
the number of it right now. Substantially it does the same thing that 
Mr. LeCompte’s bill does, I believe, repeals the particular section. 
I do not know that I could add anything to what has been said by 
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other Members of Congress here. I put the bill in to express my 
interest in this particular phase of the work and to try to bring some 
proper adjustment that I feel is necessary in the Railroad Retirement 
Act for the benefit of railroad empioyees, and with your permission I 
would like to extend my remarks at this time. 

The Cuamman. You have that privilege, Mr. Miller. Thank you 
for your appearance and expression of your interest. 

Mr. Miller submitted the following statement :) 


STATEMENT BY CONGRESSMAN GEORGE P. MILLER IN Support or H. R. 4168, A BILL 
To AMEND THE RAILROAD RETIREMENT ACT OF 1937, AS AMENDED 


Mr. Chairman, the bill, H. R. 4163, which I introduced on March 23 would 
amend the Railroad Retirement Act of 1937, as amended, by striking therefrom 
the provisions of section 3 (b) that prohibit dual payments for railroad retire- 
ment and social security. This bill seeks the same general objectives as other 
bills now being heard by you on this subject, and I urge the deletion of section 
3 (b) on the grounds that it is inequitable and works a hardship upon retired 
railroad employees. It is my contention that the Congress never intended this 
section to work in the way that it has been administered. 

There are a great many railroad employees in Alameda County. Three trans- 
continental railroads have their west coast terminals in this county—the Santa 
Fe, Southern Pacific, and Western Pacific. 

A large number of pensioners live in this county, and in the Eighth Congres- 
sional District, which I have the honor to represent. 

Some time prior to the war, the Southern Pacific abandoned its suburban 
service out of Oakland Pier, throwing several hundred railroad employees out 
of their jobs. Many of them were unable get other jobs in the railroad industry 
because of their inexperience in mainline work, and also because of their 
advanced age. They had the choice of taking their railroad pensions or finding 
work in outside employment. Many of them took their railroad pensions, some 
of them at a reduced amount because they had not yet reached age 65. 

Generally, their pensions were small because the men employed in suburban 
service had not earned very large salaries. Many of them, after many years of 
seniority, were able to work only a split shift, that is, 2 or 3 hours in the morning, 
and 2 or 3 hours in the afternoon during peak traffic. 

When World War II came along, there was plenty of work in the shipyards 
and a scarcity of manpower. The Federal Government constructed a railroad 
from West Oakland to Richmond shipyards, and it was operated as an intra- 
state common carrier. Many of these retired railroad employees were per- 
sonally called upon and urged to go back to work on this intrastate railroad in 
order to help out in the war effort. 

A considerable number of them did that, and for 2 or 3 years worked under 
the provisions of the Social Security Act. After the enactment of the amend- 
ments in 1951, they suddenly found that their retirement payments were reduced 
by an amount equal to their social security payments. Last year when Congress 
increased social security benefits a minimum of $5 per month and their social 
security payments were increased by the amount, their Railroad Retirement 
payments were decreased by that amount, so these men did not receive any 
ncrease in pension at all. If they had remained at home and had not gone back 
to work to help out in the war effort, they would have received just as much 
benefit as they are now receiving from the Railroad Retirement Board. But 
hecause they did go back to work, they are now being penalized by this section 
of the Railroad Retirement Act. 

At the present time in California there is a plan that will throw hundreds 
of men into the same predicament. The Pacific Electric Railway is disposing 
of all of its passenger business in southern California to an intrastate common 
carrier. Hundreds of Pacific Electric employees will lose their employment 
with the PE as an intrastate carrier, and as a result will have to find employ- 
ment in outside industry, and be employed under the provisions of the Social 
Security Act. Under the provisions of the present Railroad Retirement Act 
when they retire, they will be penalized or denied the full amount they might 
have coming to them under railroad retirement. 


Tt ‘ 4 P : C 
Che Cuarrman. Are there any other members of Congress present 
who wish to be heard ? 
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STATEMENT OF HON. JOHN BELL WILLIAMS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Witur1ams. Mr. Chairman, is that privilege extended to the 
members of the committee ? 

The CuarrMan. That would be extended to them at any time. So 
if you wish to speak in behalf of your bill at this time, Mr. Williams, 
you may ao so. 

Mr. Witaiams. Mr. Chairman, in order to save the committees’ 
time, I would like to ask permission to have inserted in the record as 
a part of my remarks the statement I made on the floor of the House 
which appeared in the Congressional Record, page 1827, March 9, 
1953, at the time of introducing the bill, H. R. 3784, a bill identical to 
the one Mr. Van Zandt introduced, designated as H. R. 356, and I 
ask permission that these remarks be inserted as a part of my remarks. 

(The remarks referred to are as follows :) 
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Mr. WiLLiAMs of Mississippi. Mr. Speaker, the 1951 amendments to the Rail 
road Retirement Act have resulted in a very unfair and iniquitous situation 
with respect to those persons who have worked under the railroad-retirement 
system and the social-security system. I recall those amendments were passed 
on the final day of the session in 1951 as a result of a last-minute compromise, 
and as is often the case, haste creates errors. 

The mistake is a glaring one, and so obvious that any fairminded person would 
not hesitate for a moment to agree to its removal It involves section 3 (b) of 
the Railroad Retirement Act, and I am today introducing a bill to repeal this 
section of the act.’ 

Under the provision of this section, a person who has qualified for an annuity 
under both the railroad-retirement and social-security systems must be penalized 
by having his railroad-retirement annuity decreased by the amount of the annuity 
he receives from social security. This despite the fact that he earned and 
bought both annuities by paying the required tax under both systems. 

The 1951 railroad retirement amendments provided for a 15-percent increase 
in annuity benefits. If a person was receiving or entitled to receive benefits 
under the social-security system, he was denied that increase and had his rail 
road-retirement annuity decreased by the amount he receives or is entitled 
to receive under the social-security system. 

When Congress in 1952 voted a $5 monthly increase in social-security pensions, 
those persons who receive railroad-retirement annuities and _ social-security 
annuities were granted this $5 monthly increase, but simultaneously their rail- 
road-retirement annuity was decreasedyby $5, thus nullifying the relief Congress 
intended to grant when it pass the bill. 

Mr. WiiutaMs. I have introduced a bill to repeal the dual benefits 
. : “ “ee 55 cond a i ‘ m HT R ak 
restriction which is identical, as I said a moment ago, with H. R. 356. 
Of course this bill has been thoroughly discussed already by preceding 
witnesses, but there is one point I would like to touch upon that has 
not been covered previously. 

If railroad retirement and social security were intended to be gra- 
tuitous pensions or “handout” on the part of the Federal Government, 
there might be some justification for placi or such a limitation in the 
law. 

I think. though, that section 3 (b) of the Railroad Retirement Act 
as amended by the last Congress strikes at the very philosophies of 
both the railroad-retirement program and the social-security system. 

soth of these systems are financed by contributions from employers 


1H. R. 3784, referred to Committee on Interstate and Foreign Commerce 
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and employees alike, theoretically, without cost to the American tax- 
payer. In my opinion, it is morally wrong to deny payment of these 
benefits to any eligible person for any reason except, possibly, fraud. 

To deny benefits to the railroad employee or a social security an- 
nuitant who has made his contributions down through the years, with 
the promise that when he reaches a certain age he ‘would ‘be entitled 
to receive these benefits, and then to deny those benefits to him for any 
reason would, in my opinion, be confiscatory. 

I think there is the simple issue of right and wrong involved in the 
legislation now before us. 

That is all I have to say at the moment, Mr. Chairman. 

The Cuamman. We will hear Mr. Wampler. 


STATEMENT OF HON. WILLIAM C. WAMPLER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Wamerer. Mr. Chairman and members of the committee, my 
name is William C. Wampler. Ihave the honor to represent the Ninth 
Congressional District of Virginia in the House of Representatives. 

I deeply appreciate this opportunity of appearing before your com- 
mittee and testifying as a proponent of this legislation. 

I do not appear before this committee as an expert on railway retire- 
ment legislation, but as one who is interested in what appears to be a 
very unfair and iniquitous situation with respect to those persons w he 
worked under the railroad retirement system and the social security 
system. 

On March 23, 1953, I introduced H. R. 4171 in the House of Repre- 
sentatives. This bill would repeal the provisions of the Railroad 
Retirement Act amendments of 1951 that prohibit an increase in rail- 
road retirement benefits to those persons who also have coverage under 
the Social Security Act. 

The 1951 railroad retirement amendments provided for a 15-percent 
increase in annuity benefits. If a person was receiving, or was en- 
titled to receive, benefits under the social sec urity system, he was de- 
nied that increase and had his railroad retirement annuity decreased 
by the amount he receives, or is entitled to receive, under the social 
security system. 

Last year, Congress voted a $5 monthly increase in social security 
pensions. ‘Those persons who receive railroad retirement annuities 
and social security annuities were granted this $5 monthly increase 
but their railroad retirement annuity was decreased simultaneously 
by an additional $5, thus nullifying, in my opinion, the relief Con- 
gress intended to grant when it passed the bill. 

It is my considered judgment that thousands of retired railroad 
workers were the victims of a gross injustice under the provisions of 
the 1951 amendments to the Railroad Retirement Act when they were 
denied payment of dual benefits. 

The special Joint Committee on Railroad Retirement Legislation, 
the so-called Douglas committee, in its report states that about 13.2 
percent of current beneficiaries (or 35,000 of the 265,000 current an- 
nuitants) are affected by the discriminatory action of prohibiting an 
increase in benefits to those entitled to dual benefits. 

The committee’s study also reveals that the cost of removing the 
restriction would be less than one-fourth of 1 percent of the payroll 
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tax. Therefore, in a matter of a few years, the savings to the retire- 
ment fund will disappear entirely through the death of those to whom 
the restriction applies. 

I think it is particularly important to stress that the Douglas com- 
mittee has recommended in its report on the Railroad Retirement Act 
that the prohibition against dual payments should be abolished. 

The district which I have the honor to represent in Congress is 
served by the following important coal-hauling railroads: Southern ; 
Norfolk & Western; Chesapeake & Ohio; Carolina, Clinchfield & Ohio; 
Louisville & Nashville; Virginian; and the Interstate. 

Railroading is one of our vital industries and it affords employment 
to many of my constituents. 

During my campaign for Congress last fall and on subsequent occa- 
sions, I have had an opportunity to visit the railroad shops and dis- 
cuss this problem with the railroad workers, and to learn something 
of their views on this impotrant legislation. 

My interest in this legislation is to help improve and strengthen 
the railroad retirement system. 

The railroad retirement system does not belong to the Federal Gov- 
ernment or to the Congress. It belongs to the men who work on the 
railroads of America. The Congress acts merely as a trustee of their 
fund. 

Congress has a very serious moral obligation to respect the wishes 
of the people who actually own the retirement fund. We should give 
railroad workers every benefit consistent with the solvency of their 
retirement fund. 

We must guarantee today’s railroad workers that their future bene- 
fits will always be protected. It is my firm conviction that the enact- 
ment of this legislation will not be inconsistent with this premise. 

Mr. Chairman, I hope the committee will take favorable action on 
this legislation. 

The CHarrMan. I see that we have in our midst our colleague from 
California, who has just recently been elected mayor of Los Angeles, 
and it is his desire to make a statement for the record, which is very 
short. He is a very busy man, and with your indulgence we will per- 
mit him to make his statement at this time. 


STATEMENT OF HON. NORRIS POULSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Poutson. Mr. Chairman, I appreciate this opportunity to ap- 
pear here, and especially at this time when there was another witness, 
so that I could present this problem which we have in Los Angeles, 
which deals with the subject matter which is before you now, and that 
is in connection with the Railroad Retirement Act, and with your 
permission I will just read this short statement. 

Section 3 (b) of the present act prohibits dual payments from social 
security and railroad retirement; this has worked a hardship on 
several thousand retired railroad employees, who have had their 

railroad retirement reduced to an amount equal to the social-security 
vs nefits they are entitled to or are receiving. 

The Pacific Electric Railway in the city of Los Angeles is disposing 
of all of its passenger business. In the future that business will be 
handled by an intrastate common carrier. This will result in a large 
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number of Pacific Electric Railroad employees being forced out of 
employment through no fault of their own, and they will either have 
to go to this new intrastate common carrier or ‘seek employment 
elsewhere. 

If they go with the new carrier, they will be out from under the 
provisions of the Railroad Retirement Act and under the provisions of 
the Social Security Act. Those who find employment elsewhere will 
also be under the provisions of social security. 

When it comes time to take their pension, under the present law 
they will have their railroad retirement reduced by an amount equal 
to social security. Many of these employees are old and have been in 
the service of the Pacific Electric for many years, but will not be able 
to retain jobs with that carrier. Through no fault of their own, they 
will be forced into a condition of having their railroad retirement 
reduced when they reach retirement age. 

I have been informed there will be approximately 1,300 trainmen or 
motorcoach operators, 850 office employees, 220 carmen, 265 machin- 
ists, 40 electricians, 20 sheet-metal workers, 4 blacksmiths, and 16 
laborers, or a total of 2,715 people lose their jobs with the Pacific 
Electric when this transfer of business is made. At the present time 
the Pacific Electric has approximately 4,600 employees in all depart- 
ments, so more than half of their employees are going to be forced out 
of the railroad industry. 

As the newly elected mayor of Los Angeles, I am vitally interested 
in welfare of these men, because nearly 90 percent of them live in the 
city of Los Angeles. 

| think that this committee would not want to discriminate against 
these men and unless such legislation is passed, they will be unduly 
penalized. I, therefore, urge the passage of H. R. 4682. 

Naturally, in addition to ‘the new job, I am assuming new headaches, 
and this happens to be one of the problems which will be a problem 
of the mayor of Los Angeles, the welfare of these —_ who are 
being shunted aside under the present provisions of the law. 

Of course, on that basis I ask this committee to give very serious 
consideration to this provision which I have introduc ed as a bill which 
would amend it, and in your overall problems, I would humbly request 
that you give this your very serious consideration, and thank you for 
affording me this opportunity to appear at this time. 

The Crarrman. Mr. Poulson, we appreciate the interest you have 
displayed in the workers to whom you have made reference in your 
testimony. We assure you that the matter of their welfare will be 
considered by the committee. 

We congratulate you on your election as mayor of such a continually 
growing and important city as Los Angeles. As you leave Congress 
to assume your new duties, we extend to you our very best wishes for 
a successful administration. 

Mr. Povutson. Thank you, Mr. Chairman. 

The Cuamman. Are there any other Members of Congress present 
who wish to be heard? If not, we will hear from Mr. Kennedy, 
Chairman of the Railroad Retirement Board. 

Mr. Roeers. Mr. Chairman, might I make one observation prior to 
Mr. Kennedy’s statement ? 

The CHatrman. Yes. 
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Mr. Rogers. It does not necessarily deal with this legislation, but 
it does deal with economy on the part of the Congress, if we will follow 
it. We have a fine illustration here. 

I have introduced a resolution providing for the introduction of 
joint bills, or joint sponsorship for bills, where several gentlemen 
wish to introduce similar bills, like they do in the Senate. Now here 
are 10 bills, with the identical subject and object. And here are 
another 8 or 10 bills of another type. Each one of those bills costs 
around, I believe, an average cost, it was at one time, I think about 
$40 or $50. That is the least one of those bills costs. 

Mr. Hinsu AW. As the ot ntleman knows, he should make a statement 
of that kind to the Rules Committee. 

Mr. Rogers. I wanted to get the endorsement of this committee; 
that is all. I think I could get it through if I had the endorsement 
of this committee. 

Mr. Hinsuaw. At another time, I think it would be appropriate. 

Mr. Rogers. Thank you. 

Mr. Hinsuaw. Mr. Kennedy, we will hear you. 


STATEMENT OF WILLIAM J. KENNEDY, CHAIRMAN OF THE 
RAILROAD RETIREMENT BOARD 


Mr. Kennepy. Mr. Chairman and members of the committee. 

The Cuatrman. Mr. Kennedy, do you have a prepared statement? 

Mr. Kennepy. Just 2 or 3 pages so that it will be accurately re ported 
in the record. I will be glad to give you a copy of it, Mr. Chairman, 
if you want it. 

The Cratrman. I was asking from the standpoint of the committee, 
anticipating a much longer statement. 

Mr. Kennepy. No; just a matter of introducing our representative 
who is to appear before this committee. 

The Cuarrman. Who is the representative ? 

Mr. Kennepy. Mr. Matscheck. 

The Cuamman. What position does he hold? 

Mr. Kr NNEDY. Director of research. 

So, if there is no objection, I want to say to the committee, T am 
William J. Kennedy, Chairman of the Railroad Retirement Board. 

With me today are my colleagues on the Board, Mr. Squire and Mr. 
Harper; our Associate General Counsel, Mr. Schreiber; our director 
of research, Mr. Matscheck; our chief executive assistant, Mr. Pusack ; 
and our assistant director of research, Mr. Elkin. 

All T have to say to the committee this morning is this: In the notice 
of these hearings, dated May 11, it was stated that the business to be 
considered at these public hearings was the 17 railroad-retirement 
bills dealing only with the so-called dual-benefits provision. 

It was also stated that the time for each witness would be limited 
to 15 minutes. 

The Board has furnished the committee its formal reports on the 
17 bills to which reference was made in Mr. Layton’s notice of May 11. 

The Board has directed Mr. Matscheck to make its statement on 
this whole question at this hearing. 

The statement elaborates on the Board’s reports just mentioned. 
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As the Secretary of the Board wrote to Mr. Layton on May 27, the 
Board’s statement is no longer than is considered necessary to include 
the unanimous views of the Board on the subject. 

It seems unlikely that Mr. Matscheck could read the statement in 
less than 30 to 45 minutes, and it was therefore requested in the letter 
that he be granted that much time. 

Of course, if the committee wishes to limit the time to the 15 minutes 
set forth in Mr. Layton’s notice of May 11, that will be perfectly satis- 
factory to the Board. 

I am now prepared to present Mr. Matscheck with the unanimous 
statement of the Board to this committee. 

The Cuatrrman. Mr. Matscheck. 


STATEMENT OF WALTER MATSCHECK, DIRECTOR OF RESEARCH, 
RAILROAD RETIREMENT BOARD 


Mr. Marscuecx. Mr. Chairman and gentlemen, my name is Walter 
Matscheck. I am Director of Research, Railroad Retirement Board. 
As Mr. Kennedy has stated to you, I am reading a statement of the 
Board which is the unanimous statement of the three members of the 
Board. 
INTRODUCTION 


The provision of the Railroad Retirement Act that is under con- 
sideration today is the last paragraph of section 3 (b), generally 
referred to as the dual-benefit provision or the dual-benefit restriction. 
This paragraph requires that, if an employee is eligible to receive a 
railroad-retirement annuity which is based in part on service before 
1937 and is also eligible to receive a social-security old-age benefit, the 
former must be reduced by the latter, that is, the social-security bene- 
fits, but not below the amount of the railroad annuity payable on the 
basis of his service after 1936 alone. No reduction is made in the 
social-security benefit. The reduction is entirely in the railroad-retire- 
ment benefit, and amounts, at most, only to the portion of the benefit 
which is based on untaxed service. 

Like Members of Congress, the Railroad Retirement Board has 
received a number of complaints about this provision. These com- 
phi \ints have come, in the main, from “e minority of retired employees 
whose annuities were not increased as a result of the 1951 amend- 
ments. Such annuitants would reraraiis be pleased if the restriction 
were removed, just as many other annuitants and employees would be 
pleased if other restrictions in the act were removed, as, for example, 
those dealing with presumptive recovery from disability and with 
railroad employment after retirement. 

Almost invariably the annuities of the persons who have complained 
have been found to be based in large part on prior service, that is, 
service before 1937 on which they paid no retirement taxes. The 
benefits ordinarily payable when credit is allowed for prior service 
are worth many times the amount paid in taxes. 

The social-security benefits payable to such beneficiaries are likewise 
out of proportion to the taxes paid by them. Even after the reduction 
because of dual benefits, the railroad annuity is, almost always, worth 
many times the railroad taxes paid. It does not seem to the Board 
to be equitable for a man to get a largely unpaid-for annuity from 
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the1 ‘ailroad- retirement system and then, by virtue of a year’s or a few 
years’ work in employment covered by the social-security system, to 
get another largely unpaid-for benefit under that system. Such a 
duplication of benefits for untaxed service is unfair to, and at the ex 
pense of, the majority of railroad workers who stay in the industry 
and get only a small increase in annuity for their additional service 
or perhaps no increase at all if they have already had 30 years of rail 
road service. 

To permit duplication offers an employee a premium for leaving 
railroad employment to seek employment elsewhere before he would 
otherwise retire—something which the retirement system is p! 
sumably not intended to encourage. 

The savings from the partial elimination of duplicate benefits 
such cases help finance higher benefits for all annuitants. ‘These 
savings are, in the opinion of the Board, large enough to justify the 
retention of the restriction. ‘They amount to almost 0.15 percent of 
payroll on a level-cost basis. If the provision were eliminated, there- 
fore, the present excess of cost over income, which is now approximately 
0.9 percent of payroll, would be increased to approximately 1.05 per- 
cent. 

After long and careful consideration, including a review of all the 
various types of cases involved, the Board considers that whatever 
inequities there may be in this provision, its repeal would give rise to 
far more serious and extensive ones. It does not believe that a rela- 
tively small proportion of annuitants should be permitted to benefit at 
the expense of the large majority because they protest vigorously that 
their initial advantage in being credited for untaxed service under one 
system is not duplicated under the other. The Board is therefore of 
the unanimous opinion that the last paragraph of section 3 (b) of the 
Railroad Retirement Act should be retained. 


PRECEDENTS AND RELATED PROVISIONS 


The dual-benefit provision is not a new idea and, moreover, is only 
one of a series of related provisions in the Railroad Retirement Act 
and in the Social Security Act, with which the Railroad Retirement 
Act isin important respects coordinated. The Social Security Act has 
always had provisions guarding against overlapping benefits: de 
pendents and survivors may not receive benefits based on their re- 
lationship to the wage earner which overlap benefits they may be en- 
titled to receive on the basis of their own wage records; survivors may 
not receive benefits deriving from the employment of two different de- 
ceased wage earners; and survivors may not receive benefits if they 
are entitled to receive railroad-survivor benefits. 

The Railroad Retirement Act, as early as 1946, when it first granted 
insurance benefits to survivors, specifically provided against dupli- 
cation of such benefits between the railroad-retirement and social- 
security systems and also against the payment of survivor benefits to 
individuals entitled in their own right to retirement benefits under 
either the railroad-retirement. or social-security system. 

In 1951 amendments to the Railroad Retirement Act. it was also pro- 
vided that the wife’s annuity be reduced by any retirement or parent’s 
benefit to which she is entitled under either the Railroad Retirement 
or Social Security Acts. In case of entitlement to a retirement or 
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parent’s benefit under the Social Security Act, the reduction is only to 
the extent that that benefit exceeds a wife’s benefit under the Social 
Security Act. 

The dual-benefit provision now under consideration thus appears 
as only one of a chain of provisions all designed with the objective 
of guarding the two faaeiael systems against unintended drains re- 
sulting from fortuitous family relationships or shifts in employment. 

Moreover, if the experience of private pension systems is examined, 
it will be found that in many of the larger ones —, are paid 
to supplement, rather ths an overlap, benefits payable under the social 

‘curity system, and when social-security benefits are increased, the 
pensions are cor respondingly decreased. 

[t has been suggested that it is unfair to reduce the railroad annuity 
of an individual who qualifies for a social-security benefit and not 
of one who qualifies for, say a Federal, State, or municipal civil- 

service annuity. The situations are not really comparable even in 
theory, apart from the fact that persons qualifying for both rail- 
road and Government retirement benefits are quite rare. The dual- 
benefit restriction, as has already been stated, is based on the principal 
that an employee should not be paid more than once on untaxed serv- 
ice; that is, if he is already receiving credit for railroad service before 
1937 toward his railroad annuity, he should not be allowed to retain 
that credit if he is in effect going to receive full credit toward a social- 
security benefit for periods during which he was not in social-security 
employment. 

A typical situation now being dealt with is one in which a retired 
railroad employee, receiving an annuity based in part on service 
before 1937, enters social-security employment and, because of the 
new-start provision of the Social Security Act becomes entitled in 
a little more than a year, or in a few years, to a social-security bene- 
fit equal to one that would be payable after a lifetime of service. In 
this respect, there is an important distinction between the Federal 
civil-service and social-security systems. The civil-service system has 
been in existence since 1920. The only untaxed service on which 
credit is allowed—without an offsettting reduction in annuity—is 
service before August 1920. Therefore, credited for untaxed Govern- 
ment service is obviously unimportant at the present time. 

In the rare case in which a retired railroad worker enters Govern- 
ment employment and works 5 years, or in the case in which, at some 
time earlier in his life, he had worked in Government service for at 
least 5 years—it used to be 15— and did not apply for a refund of 
his taxes, he could receive a civil-service annuity. That annuity, 
however, unlike a socail-security benefit, is only in direct proportion 
to his years of service. 

His total annuity from both the railroad- and civil-service systems 
will not—aunless he has 30 years of railroad service—be much different 
than his railroad annuity would have been if he had stayed on in rail- 
road service 5 more years. The same situation would prevail in prac- 
tically all governmental retirement systems. In the social-security 
example, on the other hand, the combined railroad- and social-security 
benefit, but for the dual-benefit restriction, would be far in excess of 
what the employee would have received if all his employment had 
been under one system. In other words, it is only in the combination 
of railroad- and social-security service that such a windfall would 
occur. 
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STATUTORY PROVISION 


The dual-benefit provision was enacted in 1951, and reads as 
follows: 

The retirement annuity or pension of an individual, and the annuity of his 
spouse, if any, shall be reduced, beginning with the month in which such indi- 
vidual is, or on proper application would be, entitled to an old-age insurance 
benefit under the Social Security Act, as follows: (i) in the case of the indi 
vidual’s retirement annuity, by that portion of such annuity which is based on 
his years of service and compensation before 1937, or by the amount of such 
old-age insurance benefit, whichever is less, (ii) in the case of the individual's 
pension, by the amount of such old-age insurance benefit, and (iii) in the case 
of the spouse’s annuity, to one-half the individual's retirement annuity or pen- 
sion, as reduced pursuant to clause (i) or clause (ii) of this paragraph: Pro- 
vided, however, That, in the case of an individual receiving or entitled to receive 
un annuity or pension on the day prior to the date of enactment of this para- 
graph, the reductions required by this paragraph shall not operate to reduce the 
sum of (A) the retirement annuity or pension of the individual, (B) the spouse's 
annuity, if any, and (C) the benefits under the Social Security Act which the 
individual and his family receive or are entitled to receive on the basis of his 
wages, to an amount less than such sum was before the enactment of this para- 
graph 

EXPLANATION 


In less compact and more popular language, the provision means 
the following: 

The annuity payable to an employee who has creditable railroad 
service before 1937 is reduced by any old-age insurance benefit under 
the Social Security Act for which he may qualify. The reduction 
must be made even though he does not receive the old-age benefit, 
either because he had not filed for it or because he is still working. 

The annuity, however, may not be reduced below the amount he 
can receive on the basis of railroad service after 1956 alone. An an- 
nuity based solely on service after 1936 is not affected by social-secu- 
rity benefits. Thus, the employee is, at the very least, allowed full 
annuity credit for all railroad service on which he paid taxes; and 
any social-security benefits he may have earned can only nullify part 
yr all of his credit for untaxed railroad service before 1937, 

If the reduction is to be applied in the case of an employee who was 
already entitled to receive an annuity on October 29, 1951, it may in 
no case bring the total retirement income for his family from both 
systems below the total as of that date. This guaranty is known as the 
saving clause. 

REASON FOR ENACTMENT 


Two main reasons for the dual-benefit restriction were advanced 
at the time of the House and Senate somnneitee hearings on the 1951 
ame at nts and were accepted by Congress. These are: 

) It is contrary to good public-insurance practice for an individ- 
us al She gets benefits from each of two systems to receive full credit 
toward each benefit for the same period of untaxed service, especially 
when the combined benefit is much greater than if his total service 
had been under one of the systems only. 

(2) Elimination or reduction of dual benefits under both the rail- 
road-retirement and social-security systems provides a substantial 
saving which helps make possible a generally higher level of benefits 
under the railroad-retirement system. The reduction affects a small 
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proportion of beneficiaries—generally those who would receive undue 
advantage from joint coverage and benefits the large ms jor ity who 
have no social-security coverage or no prior rt ailroad service. 

The Railroad Retirement Act specifically allows credit for service 
rendered before the law was enacted and before taxes were paid. 
The Social Security Act does this indirectly, and goes even further by, 
in effect, giving free credit for service before 1951. This is accom- 
plished by means of a benefit formula which is weighted in favor of 
individual retiring in the early years after the enactment of the 
system, or, since the 1950 amendments, in the early years after those 
amendments. 

The formula is so designed that it is possible for an individual with 
very little service under ‘the social-secur ity system to qualify, at least 
at the present time, for the same benefit as though he had been covered 
for many years. The social-security system is especially generous in 
this regard as compared with the r ailroad systems. A railroad em- 
ployee, before receiv ing credit for any period before 1937, must show 
that he actually was in railroad service in that period, and that he was 
also in active service or in an employment relation on August 29, 1935. 

Under the social-security system, on the other hand, an employee 
with the required number of quarters of coverage after 1956—until 
July 1, 1954, that number is only 6—is, in general, automatically 
treated as though he had been under social-security coverage through- 
out his working lifetime, even though he may actually have been a 
railroad employee most of the time. An individual eligible to receive 
a railroad retirement annuity who has sufficient service under the 
Social Security Act to qualify for benefits under that act as well thus 
receives double credit for service with respect to which no tax was paid. 

The problem of duplicate benefits was first brought into prominence 
when the 1950 amendments to the Social Security Act made it rela- 
tively easy for a railroad worker past or close to age 65 to obtain a 
substantial social-security benefit on the basis of only nominal social- 
security employment, in addition to the railroad annuity he earned 
over a lifetime of railroad service. 

At this time, Mr. Chairman, I would like to read a little insert 
amplifying this last report. 

The dual-benefit restriction has also been criticized as unfair be- 
cause, it is alleged, it deprives an employee of certain rights he had 
been led to anticipate on the basis of earlier legislation, in none of 
which had such restrictions ever been mentioned. The validity of this 
argument can best be analyzed by reference to the legislative history 
of the railroad retirement system, in particular of its treatment of 
prior-service credits. 

The railroad retirement system was originally intended to repli uce, 
in a more complete and sté able form, the private pension plans main- 
tained by the carriers. Adequate credits for prior service had to be 
provided, since otherwise it would have been impossible to meet the 
needs of older workers who had already retired, or even of those who 
were still in the industry but were already past, say, age 50. The rail- 
road retirement system could not look to the social- security system for 
help in meeting the needs of the older railroad worker. The Social 
Security Act of 1935 required service in at least 5 different years after 
1936, but allowed no credit for service after age 65. Thus, it specifi- 
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ally ae from its provisions any individual who was over 61 on 
Ji inuary 1, 1937. Moreover, it provided for the payment of annuities 
only after 1941, and even then in relatively low amounts. The prob- 
lem of adequate benefit credits for prior railroad service therefore had 
to be met by the railroad retirement system and that system alone. 

Before 1940, no social-security benefits were payable and, of course, 
the problem of dual benefits did not exist. Although the Social Secu- 
rity Act was amended in 1939 to provide benefits beginning in 1940, 
it still did not give rise to a dual-benefit problem and there was no 
need to reexamine the approach taken toward crediting prior service 
under the Railroad Retirement Act. 

The Cuairman. From what page are you reading, Mr. Matscheck ? 

Mr. Marsoneck. As I said, Mr. Chairman, I am reading a brief 
insert that is not in my statement. 

The CuarrmMan. You are continuing with the insert? 

Mr. Martscueck, Yes. 

Employment opportunities for older persons were slight and it 
was most difficult for a retired railroad worker or one about to retire 
to earn the 6 quarters of coverage then necessary to qualify for a 
social-security benefit. In July 1940, the minimum number of — ir’- 
ters of coverage was increased to 7, in January 1941 to 8, in July 1941 
to9,and so forth. In any event, social-security benefits were very low 
compared with railroad annuities. The trivial nature of the dual- 
benefit problem was indicated by a study made in May 1941, which dis- 

closed only about 100 persons then receiving retirement benefits from 
both systems. Although employment opportunities improved during 
the war years, the number of required quarters of coverage was stead- 
ily being increased, and the dual-benefit problem never assumed seri- 
ous proportions until 1950. 

The extensive amendments to the Social Security Act in 1950 first 
brough the problem of duplicate benefits into prominence. For the 
first time it became possible for the older people to acquire a substan- 
tial old-age benefit on the basis of inconsequential service. It thus 
became possible to reduce prior-service credits when there were simul- 
taneous social-security benefits and still retain a high standard of 
benefit adequacy. The social-security “new start” made it possible for 

uiy worker over age 65 to qualify for an old-age benefit on Se ptember 
1, 1950, on the strength of the minimum 6 quarters of coverage, in- 
stead of the 27 that would otherwise have been necessary. 

Not until July 1, 1954, will it be necessary for a worker reaching 
age 65 to have more than 6 quarters of coverage, compared with the 
situation under the old start, which would have required 35 quarters 

i that date. Also the expansion of coverage, especially into the self- 
cmnlontaval field, considerably enhanced the opportunities for rail- 
road workers to qualify for full social-security benefits in addition to 
their railroad annuities. 

It is estimated that about one-half of the individuals now receiving 
duplicate retirement benefits are on the social-security rolls only by 
virtue of the 1950 amendments to the Social Security Act. “The 
amounts of dual benefits for the remainder were small. ‘The new pro- 
visions not only created a large group of dual beneficiaries but also 
gave them larger dual benefits. The new social-security benefits, 
moreover, are so calculated as to treat an individual with only 6 quar- 
ters of coverage after 1950 as though he had been in continuous social- 
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security employment all his life, not only for the period before 1937 
but also for the period 1937-50. 

It is easy to see, therefore, why it was necessary in 1951 to re- 
examine the question of dual benefits. For the first time, windfall 
benefits on a widespread scale became possible. Considering the need 
to find as much revenue as possible to finance increases in the gen- 
eral level of railroad benefits, it seemed logical for Congress to enact 
the dual-benefit provision as part of the railroad-retirement amend- 
ments of 1951. The absence of a restriction in the earlier railroad- 
retirement legislation merely reflects the fact that there was then no 
need for it. Now there is both a need and a reason for it. 

It may be noted in this connection that the average age at which 
nondisabled railroad workers now retire is about 68 years. 

The provision against dual benefits eliminates the inducement they 
would otherwise have to retire earlier and proceed to build up in out- 
side employment the almost nominal credits now needed to qualify 
for a social-security benefit. Without the dual-benefit restriction, a 
worker acting under this induce vement and retiring at 65 instead of 
68 would receive his annuity 3 years longer, and pay less in taxes, 
than the worker who remained in the railroad industry until age 68. 
The latter, during that period, would in effect be subsidizing the 
former in his efforts to obtain windfall benefits. 

Eventually, it is true, there will not be a dual-benefit restriction 
to deter an individual from attempting to receive benefits under both 
systems. That, however, does not now appear to be a particularly 
serious problem, since eventually it will require 10 years of social- 
security coverage, as against a year and a half or less at present, to 
qualify for social-security benefits. 

Of the annuities now being awarded to employees 65 and over, 
almost 10 percent go to those who, at the time of award, are already 
qualified for dual benefits. Of these, about two-thirds are men who 
last worked for a railroad several years ago. Most of them left 
railroad service during the World War II period, presumably to take 
better paying or more convenient jobs and are now retiring. 

In its report following its subcommittee hearings in 1951, the Sen- 
ate Committee on Labor and Public Welfare recommended. adoption 
with a proviso of the dual-benefit provision contained in S. 1347. 
On this point, the Senate committee report reads as follows: 

In the event of retirement benefits both under the Railroad Retirement Act 
and the Social Security Act, the committee bill contains a provision to eliminate 
dual benefits on the basis of service before 1937. The new Social Security Act 
is so weighted in favor of short-term workers as to, in effect, give credit for 
service prior to 1937. This provision is the same as that contained in the 
original S. 1847. An additional proviso was inserted in the committee bill 
which guarantees that, for annuitants already on the rolls who may be eligible 
for dual benefits as of the effective date of enactment, the reduction for prior 
service penalty shall not result in a smaller benefit amount than the family 
received just prior to the date of enactment (S. Rept. 890 (S. 1347), U. S. Senate, 
82d Cong., 1st sess., p. 9). 


Further on, in the Senate report, the following statement appears: 


* * * section 7 provides against duplication of credit for prior service. The 
amended Social Security Act is so weighted as, in effect, to give credit for service 
before 1937. In view of this, and since employees who now receive credit for 
service before 1987 have not paid any taxes with respect to such service, the 
sponsors of the bill deemed it appropriate to continue to give credit for prior 
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service, but only if the employee does not also receive an old-age benefit under 
the Social Security Act (ibid., p. 24). 

With respect to the amount of savings the provision is expected to 

achieve for the railroad-retirement system, the following appears in 
g ap] 

a statement submitted by the Board to the Joint Committee on Rail 

road Retirement Legislation—pursuant to Senate Concurrent Resolu- 

tions 51 and 56 at a hearing held on August 5, 1952: 


The savings to the railroad-retirement system as a result of the above-quoted 
provision in the act is estimated to be $11 million a year for the first 10 years and 
$15 million a year for the next ten years, 9 million a year for the third decade, 
$3 million for the next 10 years, and steadily decreasing amounts thereafter 
until the savings vanish, approximately in the year 2000. The dollar savings in 
benefits over the period of the next 50 years comes to about $385 million 

In the Board’s opinion this proposal raises the question whether the savings 
shown in the last paragraph should be dissipated for the benefit of a few or 
should be retained for the benefit of all. Of the 265,000 annuitants on the 

soard’s rolis only about 35,000 are affected by this provision and it would seem 

that the interest of the remaining 230,000 now on the rolls and the much larger 
number of those who will retire in the future should overcome the interest of the 
smaller number (hearing before Joint Committee on Railroad Retirement Leg- 
islation, U. S. Congress, 82d Cong., 2d sess., pursuant to 8S. Con. Res. 51 and 56, 
pp. 61-62). 

The Board has since completed its fifth actuarial valuation of the 
railroad-retirement system. It estimates the saving attributable to the 
dual benefit restriction as equivalent to a reduction in the net level cost 
of approximately 0.15 percent of payroll, which is the same as the esti- 
mate given the joint committee. Since the net level cost of the retire- 
ment system is now estimated at 13.41 percent of payroll and since the 
level tax rate is 12.5 percent, the elimination of the dual benefit provi- 
sion would increase the present excess of cost over income from ap- 
proximately 0.9 percent of payroll to approximately 1.05 percent. 

On the question of the adequacy of the present tax rate to finance the 
railroad retirement system, the firm of Nelson and Warren, actuaries 
retained by the Joint Committee on Railroad Retirement Legislation, 
said in its report to the committee: 

The gist of this summary is that in our opinion any recognized actuarial methods 
and reasonable assumptions, when applied to the railroad retirement system, 
will result in cost estimates which exceed the present tax rate. Thus, in order 
to maintain an actuarially solvent system, methods of reducing benefits, or 
methods of increasing the tax income or investment income of the system, should 
be sought. 


THE QUESTION OF EQUITY 


The dual benefit provision has been criticized as inequitable 
on the ground that it deprives an individual of something he has “paid 
for.” 

At the outset, it should be emphasized that the employee has not 
paid any taxes on his service before 1937. Moreover, the 1 ‘ailroad- 
retirement system is not based primarily on individual equities. Al- 
though such equities are observed to a large extent, the system has not 
been designed to return each beneficiary an amount exé uctly in propor- 
tion to his own contributions. 

As a public insurance program, its primary purpose is not to sell 
annuity insurance but to insure against loss cf income resulting from 
the economic hazards of old age, disability, and death. The benefit 
structure is so designed that, while each individual is guaranteed 
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return greater than his own tax contributions, the aggregate amount 
of money available for benefit payments is to a considerable extent 
disbursed on the basis of presumptive need, that is, it is distributed 
where it will “do the most good.’ 

Sometimes, this principle is all there is to justify a benefit payment. 
hus, none of the almost 100,000 railroad workers who started to re- 
ceive benefits at the inception of the program (and of whom 20,000 are 
still on the rolls), and none of the tens of thousands of widows of these 
workers, would have received any benefits at all if the principle of indi- 
vidual equity 3 were considered, since none of them paid any taxes 
into the system, or, if they did, for a few months only. 

The ‘purposes of public insurance programs are recognized in the 
provision for minimum annuities to short-service or low- -paid workers, 
and in the provisions for wives’ and survivors’ annuities, to mention 

nly two important ones. In each case, “inequity” could be claimed 
with much more “justification” than in the case of the dual benefit 
provision. The high-paid, long-service employee may feel that he re- 
ceives less in proportion to his taxes than the semnplogce whose annuity 
is calculated under the minimum provision, or, for that matter, under 
the regular so-called bent formula. 

The retired bachelor or widower may feel that he could be receiving 
a larger annuity if it were not for the large sums disbursed to the wives 
of retired employees. ‘The employee whose children are over 18 may 
feel that he could leave his widow a larger annuity but for the portion 
of his tax payment that must be set aside to provide annuities for the 
minor children of his fellow employee who pays the same tax he does. 

The Board, of course, does not consider that any of these complaints 
would be justified. It would, on the other hand consider it inequitable 
that the employee who continues in railroad service beyond age 65 be 
required to continue paying taxes, part of which goes to finance the 
annuity of the employee who retired at age 65 to go into social-security 
employment. This is all the more inequitable inasmuch as the em- 
ployee who went into social-security employment would eventually 
receive both a railroad and a social-security annuity which, together, 
would amount to more than the railroad annuity that would have been 
payable if he had remained in railroad service. The aged wife, and 
the minor child presumably “need” the benefits provided for them. 
The retired railroad employee working in social-security employment, 
however, does not “need” his railroad annuity in the same way. There 
is no lost income in his case against which a public insurance system is 
supposed to insure. 

If an individual has retired with a social-security old-age benefit 
and goes to work in the railroad industry, that benefit is wholly and 
immediately suspended, in contrast to the much less severe restriction 
on the annuity of an individual who has retired from the railroad sys- 
tem and then goes to work in social-security employment. 

If a survivor beneficiary under either system works under the other, 
the benefit is suspended. It is not inconsistent with such provisions 
that the largely unpaid-for annuity the retired railroad worker is per- 
initted to retain while working in social-security employment ype 
at least be reduced when he has enough employment to qualify for : 
social-security benefit. 

Returning to the question of individual equities, a comparison in 
individual cases between taxes paid and benefits received shows that no 
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one is unfairly treated: Everyone, including the worker subject to the 
dual benefit provision, receives from the sy stem more than he paid into 
it. Although this is amply illustrated ‘by the statistical data pre- 
sented later, a few specific examples may prove instructive. The fol- 
lowing are typical instances: 

1. A, a section foreman, retired in 1937 on an annuity of $59.70, 
which was increased in 1948 to $71.64. These instances I am ‘about 
to read are not extreme either one way or the other. They hit fairly 
closely to average cases. 

He is now receiving $57.39, and his wife is receiving $28.70 from the 
railroad retirement sy stem. They are also reciving $25 and $12.50, 
respectively, from the social-security system. Their total monthly in- 
come is, therefore, $123.59, or more than double the amount in 1937. 

If there were no dual benefit reduction, that total monthly income 
would be $159.89. The average monthly compensation upon which 
A’s railroad annuity was based was $116.01, or about $7.50 less than 
the actual total benefits he and his wife are receiving. ‘The total pay- 
ments made so far out of the railroad account are $12,084. The pres- 
ent value of the probable future railroad benefits still to be paid is 
$4,546. Yet A paid railroad retirement taxes of only $17. The rela- 
tion between taxes and benefits in this illustration is extreme, but by 
no means rare; in almost 1,000 dual-benefit cases now on the rolls, the 
employee retired in 1937 or earlier. 

If we assume that another employee, B, with the identical railroad 

employment history as A, had remained in the railroad industry for 
an additional period of time equal to the period during which A was 
under social-security coverage, the railroad retirement - benefits for B 
and his wife would have amounted to $122.39 a month, or a little less 
than the total benefits for A and his wife, in spite of the reduction. 
Moreover, B would not have been receiving benefits during the period 
of additional employment, whereas, in the actual situation, A’s rail- 
road benefits were paid during the period of social security employ- 
ment. 

2. C, a car inspector, retired in 1946 on an annuity of $65.98, which 
was increased in 1948 to $79.18. He is now receiving $38.64 and his 
wife $19.32 from the railroad retirement system. They are also re- 
ceiving $66.10 and $33.10, respectively, from the social-security system. 
Their total monthly income is thus $157.16, almost 214 times the 
amount in 1946. Without the dual benefit reduction, they would be 
receiving a total of $230.26. Yet B’s average monthly compensation 
in his railroad employment was only $163.93. 

The total payments thus far made out of the railroad account on 
this case amounted to $6,134. The present value of the probable rail- 
road benefits still to be paid is $5,142. Yet the total paid by C in rail- 
road taxes is only $676. 

Disregarding what he could expect in future benefits, he had, by 
the end of 1952, already recovered from the retirement system nine 
times as much as he had paid in retirement taxes. Another employee, 
D, with the same railroad employment as C, but remaining in the rail- 
road industry during the period C spent in social security employment, 
would be receiving, ‘together with his wife, $143.60 instead of $157.16. 

3. E, a machinist, retired in 1952 on an annuity of $92.77, which 
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would have been $112.77 except for the fact that he was rec eiving a 
social- security benefit of $20. That annuity has since been reduced 
to $87.77, but ~ is receiving a social-secur ity benefit of $25, making a 
total of $112.7 But for the dual-benefit reduction he would be receiv- 
ing a total of $13 37.77, compared with an average monthly railroad 
compensation of $172.40. He has already received $864 from the 

railroad-retirement system and his probable future benefits from this 
wae have a present value of $8,816. His taxes from 1937 until his 
retirement amounted to only $1,618. Again, a fellow employee, call 
him F, devoting himself to railroad service only, would be receiving 
a railroad annuity of the same $1 12.77, but would have paid a higher 
tax during the period E was under social-security coverage and would 
not have received his annuity during — at per o 

4. G. a sheet metalworker. retired j 1945 at age 60, receiving a 
reduced age annuity of $58.52 based on 30 va of railroad service. 
He entered social-security employment in the same year. His rail- 
road annuity was increased to $70.22 under the 1948 amendments. In 
September, 1950, he qualified and applied for a social-security old-age 
benefit of $43. In November 1951, when the dual-benefit provision of 
the 1951 amendments became effective, he continued to receive rail- 
road and social-security benefits of $70.22 and $43, respectively, for 
a combined total of $113.22, since the saving clause applied in his 
case. 

In September 1952, his social-security benefit was raised to $48.40 
and his railroad benefit was reduced to $64.82, so that his combined 
benefit remained $113.22. Without the dual-benefit reduction, his 
combined benefit would be $129.15. His average monthly railroad 
compensation was $192.50. It should be repeated that the railroad 
annuity became payable at age 60 and was therefore reduced by one- 
third. A similar employee, H, who remained in railroad service until 
age 65 would now be receiving about $121 per month in railroad bene- 
fits, but he would not have received anything for the 5 years from age 
60 to 65. As of December 31, 1952, G had already received railroad 
benefits totaling $6,000, and had paid railroad taxes of $650. The 
present value of his probable future railroad benefits is estimated at 
$7.300. 

Tt is clear from these actual cases that the Board cannot consider 
it inequitable that the railroad retirement account be permitted, 
through the dual-benefit provision, to realize a financial saving that 
makes it easier to pay larger benefits to those who stay in the 1 ‘ailroad 
industry all their working lives. 
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THE ADMINISTRATIVE PROBLEM 


It has been suggested that the dual-benefit provision presents diffi- 
cult problems of administration. The Board estimates the aggregate 
administrative cost attributable to the administration of the provision 
at approximately $75,000 a year, or less than 1 percent of the saving. 
The policing of the provision, if that should be found necessary, will 
add somewhat to the cost. In any event, the cost will decline in the 
future and eventually vanish. 

A number of new administrative problems were naturally created 
by the dual-benefit provision, but these problems have by now been 
solved. The adjustment of annuities to take into account social-secu- 
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rity benefits does not now present any special difficulty. Approxi- 
mately 500 annuity adjustments or readjustments of this type are 
currently being made each month—a small proportion of the total 
number of benefit calculations the Board must make. 


STATISTICAL SUMMARY 


I shall now summarize some four statistical tables which appear at 
the end of the statement. I shall not, of course, read the tables. I will 
read this summary of them and you can read these tables at your 
leisure, of course, if you ever have any leisure. 

On December 31, L952, there were 33,800 retired employees on the 
Board’s annuity rolls who were also receiving or qualified to receive 
old-age benefits under the Social Security Act on the basis of their 
wage records. In 3,600 cases, the employees had had no railroad 
service before 1937, so that the last parag raph otf section 3 (b) of 
the act did not apply. in the remaining 30,200 cases, the employee 
had worked before 1937 and his retirement annuity had therefore 
been adjusted, (In addition to these, there were 30 individuals no 
longer on the rolls, because the dual-benefit adjustment had reduced 
the retirement annuity to less than $2.50 per month, which was then 
commuted to a lump-sum payment, and 20 individuals whose rail- 
road service had been wholl y before 1937, and whose retirement annu- 
ity had been completely offset by the old-age benefit.) 

On December 31, there were also 300 former carrier pensioners on 
the Board’s rolls, out of a total of 5,300, who were receiving reduced 
amounts because of the dual-benefit provision. These persons are ex- 
cluded from the analysis which follows. 

The 30,200 annuitants on the in-force rolls who were subject to the 
dual-benefit provision represented about 11 percent of all annuitants 
on the rolls and about 14 percent of those aged 65 or over. For the 
19,700 who had no wives, the average net annuity was $59; for the 
10,500 who had wives, the average, including the wife’s benefit, was 
$95. Without the application of the dual-benefit provision, these 
averages would have been $79 and $135, respectively. Thus, the effect 
of the provision was to reduce the average annuity to a single em- 
ployee by $20, or 24 percent, and the average combined annuity to a 
couple by $40, or 29 percent. 

Those were figures that we talked about earlier in the hearings. 
Only these are correct. 

In 29,500 cases, the employee had already been on the Board’s rolls 
on October 28, 1951, the remaining 700 employees having entered the 
rolls since then. The importance of the distinction between the two 
groups lies in the fact that under the saving clause applicable to the 
former group only, the combined total of benefits payable under both 
may not be less than the total payable for October 1951. The saving 
clause was actually applied to some 16,600 of the annuitants, while 
for 3.100 the reduction in annuity was equal to that part based on 
prior service. 

In the remaining 10,500 cases, the reduction was equal to the amount 
of old-age benefit. In general, the saving clauses was much more likely 
to be applied in the case of an annuitant without a wife drawing 
benefits; moreover, the amount of reduction was generally smallest, 
percentagewise, in such cases. Table I shows the distribution of the 
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dual-benefit cases by method of reduction used, and shows the average 
amount of reduction in annuity under each method. 

Of the 30,200 annuitants with dual benefit reductions on the 
Board’s in-force rolls on December 31, 1952, 27,700 were actually en- 
titled to social-security benefits on that date. The remaining an- 
nuitants were only potentially entitled to their old-age benefits in 
the sense that they had already met the age and quarters- -of-coverage 
requirements, but had not yet filed applications for their benefits, pre- 
sumably because they were still working. 

Approxim: itely 2,500 of those entitled to social-secur ity benefits did 
not receive them in December because of a work deduction, although 
about half of them had received some benefits since they became en- 
titled. The average old-age benefit for the 27,700 annuitants was $39, 
and the average benefit for the 8,900 wives receiving wives’ benefits 
was $18. 

The average old-age benefit for the 2,500 annuitants potentially en- 
titled to such benefits was $33. These social-security-benefit averages 
were relatively high considering the fact that virtually none of the 
individual benefits was computed on the “new start” basis; that is, 
on earnings after 1950 only. The majority of these individuals had 
acquired all or most of their social-security credits while in receipt 
of railroad-retirement benefits, which in turn were based largely on 
service and earnings before 1937, that is, on untaxed railroad credits. 

Considering all 30,200 annuitants as if they were actually entitled to 
old-age benefits as of December 31, 1952, the benefits payable by both 
the railroad and social-security systems averaged $94 for the an- 
nuitants without wives, and $145 for the 10,500 couples (t table 2). 

If the dual-benefit provision were not in existence, Ps averages 
would have been $114 and $185, respectively. If the annuitants had 
received 3 months’ credit under the railroad system for every quarter 
of coverage in social-security employment, at the same rate of earn- 
ings as for their railroad emloyment, their average railroad annuity 
on December 31, 1952, would have been $86 for those without wives 
and $139 for those with wives. 

Actually, almost half of the dual benefit cases related to annuitants 
who already had 30 years of service, and the hypothetical annuity 
amounts were not, under the method of computation used, affected 
by the inclusion of social-security credits. 

Table 2 compares the actual averages of combined benefits with the 
averages of combined benefits before the dual benefit reduction and 
with the average railroad annuities computed on combined service as 
described above. It will be noted from the table that, if the employees 
had remained in railroad service for the same period that they spent 
under social security coverage, their railroad benefits woud have been, 
on the average, smaller than the combined benefits they are now 
actually receiving, in spite of the reduction. 

In only 13 percent of the cases, would the monthly railroad benefit 
for an employee based on combined railroad and social-security credits 
be greater than the toal of railroad and social-security benefits actually 
being paid. 

The annuitants affected by the dual benefit provisions had been 
on the Board’s rolls for an average of slightly more than 7 years. 
Through December 31, 1952, they and their w ives, if any, had received. 
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in the average case, combined benefits under the railroad retirement 
and social-security systems aggregating $6,976. As of December 31, 
1952, the average present value of future combined benefits, at the 
rates in effect on that date, would be $9,380. 

In contrast, these annuitants had paid railroad retirement and 
social-security taxes averaging $497. Considering railroad benefits 
and taxes alone, the average retired worker on the Board’s rolls has 
already received, together with his wife, if any, almost 14 times as 
much in benefits as he paid in taxes. Even if we consider employees 
with dual benefits who entered the Board’s retirement rolls in the first 
half year after October 1951, we find that the railroad benefits they 

received by the end of 1952 he ad, in many cases, already exceeded the 

taxes they had paid since 1937. Table 3 presents data on actual bene- 
fits and taxes through December 31, 1952, and on the present value of 
future benefits under the two systems, 

The 3.600 annuitants on the rolls December 31, 1952, who were 
receiving or entitled to receive both railroad retirement and social- 
security benefits, but to whom the dual benefit provisions did not apply 
because they had no service before 1937, were receiving railroad retire- 
ment benefits averaging $19, including the wife’s benefit in the 500 
cases in which it was payable. 

The average social security family benefit was $45. In only 200 

cases, 6 percent of the total, did the railroad retirement benefit exceed 
the social-security benefit, as was to be expected since the minimum 
old-age benefit is $25, and the railroad retirement annuities were based 
on relatively short service. The average combined benefit per retired 
worker family was $63. Table 4 below summarizes the data for these 
cases. 


(The tables above referred to are as follows:) 


TABLE 1.—Railroad-retirement annuities in force Dec. 81, 1952, subject to reduc- 
tion under dual-benefit provision: Number, average annuity, and percent re- 
duction, by method of reduction and family composition 


Method of reduction rotal Annuitant Annuitant 
only and wife 

Total 

Num ber 30, 200 19, 700 10, 500 

Average annuity . $72 $59 $95 

Percent reduction 27 24 oll 
Reduction limited by saving clause 

Num ber 16, 600 14, 600 2. 000 

Average annuity $61 $50 $74 

Percent reduction a. 25 22 38 
Reduction equal to part of annuity based on prior service 

Num ber 100 1, 700 1, 400 

Average annuity $38 $27 52 

Percent reduction 41 39 43 
Reduction equa] to amount of old-age benefit 

Num ber Sua 10, 500 3, 400 | 7, 100 

Average annuity $90 $74 $110 


Percent reduction 26 27 25 
1 Includes 2,500 to employees only potentially entitled to social security benefits 


Note.— Based on 1 percent sample of retirement annuities in force Dec. 31, 1952. Excludes 300 forme: 
carrier pensioners receiving reduced amounts because of dual benefit provision 
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TARLE 2 Railroad-retirement annuities in force Dec. 31, 1952, subject to reduc- 
tion under dual-benefit provision: Number, average combined benefits under 
hoth systems, and average railroad annuity that would be payable on com- 
bined service, by method of reduction and family composition 








A ver mbit 1 A verage 
retil : S “railroad 
; fits retirement ' 
Me f reduction and family Num ber annuity” ! t 
based on com- 
Unreduced Reduced bined service ; 
lota 2 30, 200 $139 $112 $104 | 
Annuitant only 19, 706 14 4 86 i 
Annuitant and wife 10, 500 185 145 139 ' 
uct nited by savin ‘ } 
16, 600 121 101 89 | 
litant 14, 600 113 Or 84 : 
Annuitant and wife 2,000 18 137 126 
Reduction equal to part of annuity based or 
I T ‘ 3 
lotal 3 100 118 92 0 
Annuitant onl 1, 700 84 67 55 : 
Seinen atull atti 1, 400 6 122 110 
te 10, 50 171 137 136 
Ar nt 3, 400 130 103 107 
A nt 7, 100 19 153 149 
Computed « issumption that each quarter coverage in social-security employment was crecitable ; 
us 3 months of railroad service, and that earnir uch employment were at same rates as for railroad 
In 2,500 cases, entitlement to social-security benefits was potential. For these cases, the combined 
benefit a. + ami f ti} railre 1} fit 
Nott 3 1 on 1-percent npk tirement nuities in foree Dee. 31, 1952. Excludes 300 former 
arrier nsioners receiving reduced amounts because of dual benefit provisior 
Taste 3.—Railroad-retirement annuities in force Dec. 31, 1952, subject to reduc- 
tion under dual-bencfit provision: Number and averages of actual benefit 
payments received and tares paid, and of present value of benefits payable 
after 1952 under the railroad-retirement and social-security systems, by family 
composition 
ac rotal Annuitant | Annuitant j 
only | and wife ' 
| 
Number 0, 200 19, 700 10, 500 
A ve ctual benefit rough D 2 
-) $6, O7F $6, 002 $8, 803 ' 
| retirement 6, OOF 5,111 7, 681 


Q l security 971 890 1, 122 


A ver é t val } efit fte 9 

Tot 9, 380 8, 385 11, 246 

Railro retirement 94 5, 17 7, 386 

5 i security 437 211 3, 860 
Aver es paid through 1942 

I 497 452 580 


retirement 450 367 512 


Social security 6F 65 68 


Ir ides 2,500 to employees only potentially entitled to social security benefits 

Excludes possible future social se ty benefits to which entitler t Dec. 31, 1952, was only potential. 
A} ex es wives’ | t tentially payable after 1952 under either system 

Nor Based « mple of retirement annuities in force Dec. 31, 1952. Excludes 300 former 





ts beceuse of dual benefit provisior 
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TABLE 4.—Retired worker families in force Dec. 81, 1952, receiving dual benefits 
not subject to reduction: Number and averages of railroad-retirement and 
social-securily benefits, by family composition 


Average benefit 


Family composition Number 
‘otal Railroad Social se- 
5 retirement curity 
Total. i 3, 600 $63 $19 $45 
Annuitant only 3, 100 ‘4 16 37 
Annuitant and wife 500 125 33 2 
| 


Note.—Based on 1-percent sample, 


The CuarrmMan. Any questions, gentlemen ? 

Mr. Dotutver. Mr. Chairman. 

The Cuarmman. Mr. Dolliver. 

Mr. Dotiiver. I think it probably is in the statement which you 
have read, but I would like to inquire again in order to point it up, 
the estimated cost to the railroad-retirement system of the proposed 
repeal of the dual benefit provision. 

Mr. Marscueck. In terms of dollars I expressed it first as an aver- 
age of $10 million for the first 10 years and so on up to $15 million 
and then going out by the year 2000 or a total in dollars of collections 
of about $385 million. 

Mr. Dotaiver. And that prohibition against the dual benefits was 
put into the bill in 19514 

Mr. Marscueck. That is right. 

Mr. Dotiiver. On the recommendation and with the approval of 
the Board, was it not? 

Mr. Marscueck. The Board approved those amendments; yes. 

Mr. Doxutver. That is all, Mr. Chairman. 

Mr. Harris. Will the gentleman yield? 

Mr. Dotutver. I will yield. 

Mr. Harris. On that same point, would it not reduce by six-tenths 
of 1 percent the payroll cost if this provision were to be done away 
with ¢ 

Mr. Marscuecr. If this provision ? 

Mr. Harris. In other words, it would increase the deficit to the 
retirement system by six-tenths of 1 percent ? 

Mr. Marscneck. No. At present—— 

Mr. Harris. I understood you to say that there is now a shortage 
of nine-tenths of 1 percent. 

Mr. Marscneck. That is right. 

Mr. Harris. And if this were to be put in, if this repeal were to 
become effective, then it would be 1.5 percent ? 

Mr. Marscueck. The present deficiency is 0.9 percent. This repeal 
would add 0.15 percent which would make the deficiency 1.05 percent. 

Mr. Harrts. 1.05% 

Mr. Marscueck. Yes. The difference is 0.15. 

Mr. Harris. That is all. 

Mr. Dotitver. That is all, Mr. Chairman. Thank you. 

Mr. Hesevron. Mr. Chairman. 


The CHarrmMan. Mr. Heselton. 
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Mr. Heseuton. You have projected the cost by 10-year periods, as 
I understand it up to the year 2000. Did you also do any estimating 
of the number of people who would be affected in those several periods? 

Mr. Martscueck. No; I have no estimate of that, Mr. Congressman. 

Mr. Hesevtron. Could you project the cost, if you did not take any 
account of the number of people? 

Mr. Marscueck. That is done by actuarial methods, which do not 
take into account the number of people: but are made on a cost basis; 
dollar basis. That is a very technical actuarial problem. I could 
not present it. 

Mr. Hesevron. You could not give that? 

Mr. Marscueck. I am not able to explain it. It could be done. 
It is done, of course. 

Mr. Heseriron. Could you give us an estimate on that / 

Mr. Marscueck. We could give you an estimate on that, but I do 
not have the figures here. 

Mr. Hesevron. You think that the Board could provide an esti- 
mate ? 

Mr. Matscurck. Yes, surely. 

Mr. Hesevton. I would like to see that estimate. 

Mr. Marscueck. That goes into the question of how many people 
there are going to be. 

Mr. Hesevron. In those successive periods? 

Mr. Matscneck. Yes. When we do that we have to make what we 
call a projection of costs into the future and the actuarial valuation 
does not make the projection of the costs. It is an estimate of the 
level of costs and, they are two entirely different things. Making a 
projection is a long and difficult problem and the actuarial valuation 
for a system of this kind usually does not make a projection, but it 
can be done and we have done it at various times for various purposes. 

(The information requested is as follows:) 


Employee annuities subject to reduction under duatl-benefit provision: Estimated 
average annual number of accessions to rolls and estimated average annual 
number and average monthly annuity before and after reduction of those on 
rolls, by 10-year period, 1951-2000 


On rolls 


Average 
10-year period annual Average annuity ! 
accessions 
reggae Average |— er ce A verage 
number Before | After reduction 
reduction | reduction 
1951-60 4, 200 36, 900 $96 $68 $28 
1961-70 3, 000 43, 200 98 70 28 
1971-80 600 28, 700 102 78 24 
1981-90. __ 0 9, 000 104 83 | 21 
1991-2000 ; : 0 1, 400 105 91 14 


1 Including amount payable to wife, if any. 


Note.—The above table is based on preliminary estimates of the effect of the dual-benefit provisions in 
future years. Some items will be modified when projection based on 5th valuation data can be computed. 
However, the table reflects the general trend to be expected. 


Mr. Heseron. I may be in error, but I get the impression from 


hearing your statement that the Board has adressed itself more to the 
alleged liber ality of the social-security system than it has to the pro- 
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priety of any amendment pertaining to the railroad retirement sys- 
tem. 

Mr. Matscueck. No; we believe our system is much more liberal 
than the social-security system; much more. 

Of course, for much higher taxes, but both systems give credit for 
what we call untaxed service; prior service. We give it in one sense 
and the social security gives it in another way. The Board’s present 
0sition on this is they believe it is perfectly proper to give credit 
for prior or untaxed service on one system. They do not believe that 
it is necessary or proper to give it under both systems. 

Mr. Hesevron. That is not at all unusual; is it? You have that 
in connection with civil service and the armed services, and various 
services ¢ 

Mr. Matscueck. You do not give credit for untaxed service under 
two systems. You give no untaxed 

Mr. Hesevton. Wait a minute. Retired persons from the armed 
services, can come under the social-security system and collect from 
both. Is that not true? 

Mr. Marscueck. The armed services personnel ? 

Mr. Hesevron. That is under what you call untaxed. 

Mr. Marscuerck. Yes. 

Mr. Hesevton. Now, the same thing is true of people who retire 
under civil service. Is that not true? 

Mr. Marscueck. Except this, Mr. Congressman: The civil service 
has no untaxed service except before 1920, and there are practically no 
such cases now. Also the civil-ser vice system does not give a large 
benefit to a man who retires w ith say 2 years’ service, which is equal 
to wh: . he gets if he had 20 years’ service. It is strictly in proportion 
to the years of service. Therefore, he gets in effect, if he is under both 
nebo: railroad retirement and civil service, he gets about the same 
amount as though he stayed in the railroad service. He could not 
get what we call a windfall. 

Mr. Hesevron. Let me ask you about another point, which is en- 
tirely separate and apart from the statistics and illustrations you have 
given. 

It is a fact, is it not, that if a person retires from railroad serv- 
ice and takes a pension, that the Board has ruled that even though 
he does not apply for social-security benefits, if he has a requisite 
number of quarters, it will immediately apply this formula and re- 
duce his benefits under the combined-benefits formula, or reduce his 
railroad-retirement benefits ? 

Mr. Marscneck. That is what the act requires; yes. 

Mr. Heserron. In other words, he is still reduced in his benefits, al- 
though not receiving anything under the social-security system. 

Mr. Martscreck. Exc ept that he is getting wages at that time. He 
is earning money and receiving the benefits, “unless he does not bother 
to apply. 

Mr. Hesevron. It is a further fact, is it not, that if a person is re- 
tired from a railroad and takes retirement benefits, under either the 
language of the law or the Board’s interpretation of the language, if 
he finds he cannot live on that, he just cannot go out and earn any- 
thing under the social-security coverage in order to supplement that. 
He is barred, because of this provision and because of the interpreta- 
tion of the Board. 
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Mr. Marscueck. He has the choice, of course. He may work and 
take his full railroad-retirement benefits, or he can work and after 
he gets enough coverage and becomes entitled to social-security bene- 
fits, on proper application, then the railroad-retirement benefits are 
reduced by that amount ; but, of course, he has a wage, as I said. 

Mr. Priest. Mr, Chairman. 

The Cuairman. Mr. Priest. 

Mr. Priest. Just one question. This may be just a bit involved, 
but I want to get it clear in my own mind, as clear as I can. 

Under the Social Security Act at present, any person earning more 
than $75 outside during any 1 month does not receive social-security 
benefits. 

Mr. Marscueck. That is right. 

Mr. Priest. Now, the question that I am asking is how this pro- 
cedure operates in connection with dual benefits. Suppose a person 
retired under social security is earning more than $75 a month. In 
such a case social security is cut out entirely. How does that affect 
what the same person may be drawing under the railroad-retirement 
system ¢ 

Mr. Marscueck. It does not affect it. 

Mr. Priest. Now, let me ask this question: Up to that month, in 
which he earns not more than $75, is his railroad benefit reduced by 
the amount of the social security received / 

Mr. Matscueck. Or his prior service, whichever is less. 

Mr. Priest. Then if in that month he receives no social security, 
does his railroad retirement go back to what it would have been ? 

Mr. MartscHeck. No. 

Mr. Priest. Well now, is there inequity there’ To me it does 
appear so. Maybe you have an explanation, but if so, I would like 
to have it. 

Mr. Marscueck. My answer to that would be, Mr. Priest, that dur- 
ing that time he is getting more than $75 a month in wages which is 
very likely more than the benefits he is getting from the social security 
for that same month, so his total income is pr ob: ably 

Mr. Priest. But, there is no limitation on outside earnings under 
the railroad-retirement system, except this dual benefits provision. 

Mr. Matscueck. Except dual benefits. 

Mr. Priest. Except the dual benefits. 

Mr. Martscneck. That is right. The social-security system takes 
away all of a man’s benefits, when he earns more than $75. We take 
away nothing except for this dual benefit restriction, no matter how 
much he earns under the social security. In other words, they have 
a work-clause restriction, which we do not have. I remember that 
there was a work-clause provision—the $75 is what is called a work 
clause—in the original amendments submitted in 1951 and it was 
knocked out by Congress, and this was substituted. 

This is much less rigid; much less painful; a much less painful re- 
striction and saves a lot less money to the Railroad Retirement Act 
than a work-clause provision, such as the social security has. 

Mr. Priest. Just to get it perfectly clear in the record at this point, 
a person entitled to dual benefits who has had his railroad-retirement 
annuity reduced by the amount of any social security that he might 
be drawing, if in any month he makes more than $75 and the social 

















RAILROAD RETIREMENT ACT 39 


security is entirely withdrawn for that month, there is no affect on 
the amount of his check from the railroad-retirement system. 

Mr. Marscneck, That is right. 

Mr. Prirsr. That is the correct answer ? 

Mr. Marscueck. That is correct. 

Mr. Harris. Will the gentleman yield? 

Mr. Priest. I will y ield to the gentleman from Arkansas. 

Mr. Harris. But, if the same individual were to seek employment 
which is not covered by social security and earns more than $75 a 
month, he would continue to draw his railroad retirement annuity ¢ 

Mr. Matscueck. That is right. 

Mr. Harris. His social-security annuity, and the income money 
that he made outside of social-security coverage / 

Mr. Marscueck. That is correct. We have no possible way of 
knowing what a man earns outside of social-security employment. 

Mr. Harris. That is the principle that applies ¢ 

Mr. Matscueck. In principle; it should cover that also, but we 
cannot do it. Administratively it is impossible. 

Mr. Harris. Of course, that comes under social security. 

Mr. Marscneck. | said not under social security. He works some- 
where other than that. 

Mr. Harris. That is right. 

Mr. Marscueck. Then he is not under social security and there is 
no possible wage report that we can see or check, or anything else. 
We have no way of knowing that that man is actually working else- 
where, except our own check. We do not know how much he is 
getting and there is no way of checking it. In any event, employment 
outside of the social-security system presents no problem, since it is 
only through social-security employment that “windfall” benefits be- 
come possible. 

Mr. Harris. I appreciate that viewpoint. 

Mr. Matscueck. That is correct, Mr. Harris. 

Mr. Benner. Will the gentleman yield ? 

Mr. Priest. I will yield tothe gentleman from Michigan. 

Mr. Bennerr. It would not make any difference if he were not 
covered by the social security. You would not be interested? It 
would not be any of your business. 

Mr. Marscueck. That is right; if he is not in employment that is 
covered by the social security, we have nothing to do with it. 

Mr. Prrest. That is all. 

Mr. Rogers. Will the gentleman yield? 

Mr. Priest. I will yield if I still have the floor. 

The Cuatrman. Unless the committee feels otherwise, I think it is 
very unfair for a person who is recognized for the purpose of asking 
questions to then keep yielding to as many as he wishes. He has taken 
over the direction of the committee by that method. 

As long as we have not expressed that point before you asked him 
to yield, I think it is quite proper. 

Mr. Priest. Mr. Chairman, I will yield to the gentleman from 
Florida and then yield back to the Chair. 

Mr. Roerrs. I would like to ask a question if it is proper. May I 
ask one question ? 

The Cuatrman. Yes. 
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Mr. Rocers. I do not quite understand what affect you said it would 
have on the retirement pay that he would get, provided he was cut 

out from getting the social-security benefits because of the fact that 

he made over $75 per month. 

Now, just to presume an instance where a man is drawing dual 
benefits and he goes out and gets under the social-security system 
and obtain more than $75 a month. Now what amount would you 
pay under the railroad-retirement system ? 

Mr. Matscueck. Well, I will see if I can give you an illustration. 
Suppose that a man has benefits after the reduction from this dual 
benefits restriction of $100 a month. He also has social-security bene- 
fits of $50. Now, if he goes out and earns in social-security employ- 
ment more than $75, the Social Security Administration will cut off 
his $50 social-security benefits. We will not change the $100 he gets 
from the Railroad Retirement Act. 

Mr. Rogers. In that event, he would get his pay from the railroad- 
retirement system ¢ 

Mr. Marscueck. That is right. 

Mr. Rocers. That is what I wanted to know. 

Mr. Marscueck. Yes. 

Mr. Rocers. That is all. 

Mr. Priest. That is all, Mr. Chairman. 

Mr. HrnsHaw. Mr. Chairman. 

The Cuarrman. Mr. Hinshaw. 

Mr. Hrnsnaw. By what right, under the act, do you maintain that 
payment less the social-security payment when the social-security 
payment is not being made? 

Mr. Martscueck. I think that that is a legal question. I suppose 
that is under the provision that he is still “entitled” to a benefit, 
although it is temporarily suspended. He is entitled to it, and it is 
not changed. And, we cannot change his entitlement. 

Mr. Hinsuaw. You have reduced the railroad-retirement payment 
by the amount that he is receiving under the social-security system ? 

Mr. Martscnecs. That is right. 

Mr. HtnsHaw. Now, he does not receive that payment under the 
social security, so by what right do you assume to make that deduction ? 

Mr. Matscueck. We reduce it by the amount that he receives or is 
entitled to receive; would be entitled to, and I think that he is still 
entitled. 

Mr. Youncer. The act says that. 

Mr. Hrnsnaw. The act says that? 

Mr. Youncer. It says “or is entitled to receive.” 

Mr. Martscueck. He is still entitled to it. 

Mr. Hinsnaw. I am glad to get your answer to that. 

Mr. Marscueck. Yes. 

Mr. Hinstraw. I think that is an inequity of the first order. 

Mr. Marscueck. It is in the act. 

Mr. HinsHaw. Now, the second question is, Do you not think under 
this dual provision to the extent of 15/100 of 1 percent of payroll you 
are milking the social-security fund ? 

Mr. Marscueck. That does not come out of social security. 

Mr. Hrnsnaw. Oh, yes; it does. 
Mr. Martscneck. No. 
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Mr. HinsHaw. Those are deductions which you take from the 
social-security payments. 

Mr. Martscueck. I see your point. That is another provision of the 
act entirely. We transfer to the social-security fund under the act 
an amount equal to the social-security-tax rate on all railroad em- 
ployees in return for which we get reimbursed for the amount that 
the social-security system would pay. So, whatever we do, we come 
out even. There is no milking one way or the other. It balances. 

Mr. Hrxsuaw. You claim that the dual provision is a benefit to the 
railroad fund to the extent of 15/100 of 1 percent of the payroll ¢ 

Mr. Marscueck. Right. 

Mr. Hinsuaw. I do not see where that money comes from unless it 
comes from the social security. 

Mr. Marscneck. It comes from the reduced benefits that the indi 
viduals get. 

Mr, Htnsuaw. Exactly so and is reduced by virtue of the payment 
of the social security. 

Mr. Marscneck. For which we pay social security. 

Mr. Hinsnaw. but, if you get a profit of 15/100 of 1 percent of 
payroll 

Mr. Marscneck. We get it by reducing benefits to some employees. 

Mr. Hinsuaw. It is of no benefit to the social security. 

Mr. Matscneck. No. 

Mr. Hrnsuaw. I take it from your statement that you agree with me. 

Mr. Marscieck. I say that the 15 409 Of 1 percent does not come 
from the social security system. It comes from the annuitants. With 
that the proponents all agree with us; and we say it is a fair deduc- 
tion from the annuitants, because they are getting double benefits on 
unpaid for service ; being paid twice for prior service. 

Mr. Hinsuaw. Can you name any other retirement system in con- 
flict with the social security or parallel to social security which has a 
similar provision of law ¢ 

Mr. Marscueck. There is no other public system that has the same 
situation. Private systems; yes. Ford, General Motors—there are 
hundreds of them that reduce their own pension payments by the 
amount of social security. 

Mr. Hinsuaw. That is not similar at all. 

Mr. Marscueck. I say that there are no public systems where we 
have a similar situation. There are none. 

Mr. Hinsuaw. There are no situations which have a similarity to 
this. 

Mr. Matscneck. None that I know of and I am fairly familiar with 
all of the public systems. 

Mr. Hinsuaw. It is the fault of Congress. 

Mr. Marscueck. Well—— 

Mr. Hinsuaw. I say it is entirely the fault of the Congress in draft- 
ing the act. 

Mr. Marscueck. Well, it is in the act, if you want to put it that 
way. It is one way in the Social Security Act and another in our act. 

Mr. Witu1ams. Mr. Chairman. 

The Cuaimman. Mr. Williams. 

Mr. Wittiams. As I understand it, we have two independent sys- 
tems: on one hand, the railroad retirement system with its own set of 
individual standards for eligibility ; on the other hand, social security, 
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with its separate standards of eligibility to receive benefits. Payments 
are made by individuals under the railroad retirement system into 
what is called a railroad retirement fund; and payments are made 
by the social security participants into a fund to be used for paying 
social security. 

As I understand it, these two funds do not have any direct relation- 
ship or bearing to each other. Is that not correct ? 

Mr. Marsciuxeck. They have a great deal of relationship; a great 
many relationships; a great many. And, they are tied together in 
many ways. 

Mr. Wixxt1ams. Well, in what respect do they have a bearing on each 
other; how do they affect each other? 

Mr. Martscueck. Well, I will give some examples. 

In the first place, on the survivor benefits, all of the credits under 
the railroad retirement system and the social security system are com- 
bined into one benefit and either the railroad retirement or the social 
security pays that benefit, depending upon the length of service. That 
is one illustration. 

Another illustration is, we have a prohibition in our act under which 
we never pay less than the social security would pay in the same case. 
For a lot of short term employees our formula provides for less. We 
never pay less. We raise it. 

Another illustration. I just mentioned about financial interchange. 
We have a provision that goes all of the way back to 1937 to the effect 
that we will pay taxes to the social security fund, the trust fund, from 
the railroad retirement fund equal to what is collected on the railroad 
service up to 1950 and in turn collect from the social security trust 
what they would have paid in benefits had railroad employees been 
under social security. 

Mr. Witu1AMs. Boiling it down to a few words, is this not the situa- 
tion. In general, the situation is that the only interchange of funds 
between the 2 systems would be in effect that part of the fund that goes 
into the railroad retirement program which is used in a sense to pur- 
chase social security benefits for them. 

Mr. Marscneck. That is right. 

Mr. Wiiuiams. Now other than that, there is no interchange of 
funds? 

Mr. Matscneck. Not of funds. 

Mr. Witt1aMs. Then there is no real relationship between the two. 
While I recognize your problem—of course, it is primarily actuarial— 
at the same time, how does the Board justify from a moral view- 
point, the position which it takes on this legislation ? ai 

Mr. Matscueck. Not only the Board, but I think any administrator 
of any insurance system would take the same point of view. Social 
security years ago argued that there should not be or they should not 
permit dual benefits. 

Mr. Wiurams. Permit me to clarify that question just a bit. If 
I have qualified under the law, under the Railroad Retirement Act 
for certain benefits, then by what line of reasoning does the Board 
justify its position in saying that I should not receive those benefits, 
because I happen to be eligible under another separate and unrelated 
system? Iam speaking of the moral justification for denying these 
dual benefits. 
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Mr. Matscreck. I understand. I would say there are 2 or 3 good 
answers to that, in my judgment. 

One is that this is what you call a public or social insurance a 
as is the social security system. The social security people have alway 
maintained that there should not be a large payment of benefits to one 
individual from both systems. 

Now we have always—the Railroad Retirement Act has always— 
per mitted dual benefits, and I read a long insert on the history on that. 
The Board and the proponents of this present act still say that that 
should be permitted but not to the extent that the employees get what 
we call “windfall” benefits, from two systems. You see the point on 
this thing is that a man can get credit up to, theoretically, 50 years’ 
service for which he paid nothing under the railroad retirement sys- 
tem, and he can get, if he has 6 quarters of coverage, as much as if he 
had paid for a lifetime, when he has only paid in a few dollars under 
the social security system. 

We say it is all right to let him have one, but don’t give him two. 

That is one justification and I think it is morally sound. 

Mr. Witiiams. I can see that, of course. I have that fixed in my 
mind. Here is what I am getting at: Take the hypothetical case of a 
man who has worked on a railroad for some 30 or 35 years and has 
qualified. There is no question as to his eligibility to draw railroad 
retirement. 

After he severs his connection with the railroad, he goes out in 
private business and become eligible for benefits under social security. 
True, he may not have worked over 3 or 4 years to become eligible for 
social security. 

Now, disregarding the question of the soundness of the social 
security’s standard of eligibility, to deny that man railroad retirement 
benefits for which he has qui alified or to reduce his railroad benefits 
for that reason would be, in effect, forcing the railroad retirement 
system to answer for the sins of the social security system. Is that not 
true? 

Mr. Marscrieck. No; I would say that we are probably benefiting 
from that. Let us take that case. Let us take your case. The man 
had 30 or 35 years of service. That means that he has had 15 or 
20 years of prior service, before 1937, for which he paid nothing. If 
he is 65 and goes under the social security, at the present time, in six 
quarters, at $300 a month, by paying $27, he can get $127.50 additional 
benefits, for six quarters coverage, on top of that. And, that is just 
as much as he would get if he had worked under the social security 
since the start of the act, and as much as anyone gets who has worked 
that long. 

Now, he paid for his railroad retirement under the railroad retire- 
ment system. But, he has this time that he worked for which he 
paid nothing. He would get credit for 15 or 20 years under the rail- 
road retirement system for which nothing is paid and he would get 
15 or 20 years under the social security system for which he paid 
practically nothing. On top of that, if he had stayed in the railroad 
service for the 3 years he went under the social security, in your 
example, he would get nothing or little more under the railroad sys- 
tem and he would be paying taxes all of that time. That is what 
the fellow does who stays in the railroad service. The fellow who 
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stays in, in effect, is helping to pay for the fellow who quits. It is 
an encouragement to quit. We do not think that is right. 

Mr. Wiut4Ms. At the same time, do you not think that a more 
honest approach to the problem would be for the Congress to reanalyze 
or reconsider the benefits and the entitlements due those people who 
have worked a short time and have not paid anything into the fund; 
and possibly to rewrite these programs to make them actuarially 
sound, rather than to do it by this method? Would that not be a 
fairer and more honest approach ¢ 

Mr. Marscueck. That is a very big question. That is a big ques- 
tion affecting the Social Security and the Railroad Retirement Acts. 

I would not say that this is the only way to handle this problem. 
It seems to me that there could be a different way to handle it but 
it seems to me that it would be difficult to find some other way to do 
it that would not be more inequitable. In some cases this is inequit- 
able. That is, the point of view that you are expressing. Or there 
might be some way that would affect a great many more people and 
be more costly to the individual. I do not say that there is not an- 
other way. I just do not happen to know one. I have studied this 
problem, I assure you, very intensively. My office has given a great 
deal of thought to this thing. 

Mr. Wituiams. My point is—I am through when I have asked this 
question—Would it not be a more honest approach to the problem 
to attack the deficiencies in the respective systems separately, and 
try to correct the inequities and wrongs that exist in each, rather 
than to try and make one help support the other ? 

Mr. Marscneck. I see your point. My first answer is that I think 
this is attacking the problem from the standpoint of the railroad- 
retirement system, and where it hurts most. I mean it hurts most 
from the standpoint of the fund, and the inequity of giving double 
benefits for untaxed service. 

My second point, in answer to your general question is, I am not 
saying there are any inequities in the social security. Congress has 
said in the Social Security Amendments in 1950 that it is proper and 
equitable to bring in people with no previous service and under the 
“new start” with 6 quarters of coverage, give them up to $85 a month. 
That is the principle and the premise on which social security is based. 
So, it is not up to me to say that is inequitable. In the first place 
I do not think it is. It is a system that does that and for some years 
will do that. After some time it will not, because the “new start” 
will wear off. 

dut all that I am concerned with is the Railroad Retirement Act. 
and I think we are attacking the problem at the one point where it is 
most acute. Now, that might not be the only way, Mr. Chairman. I 
do not say that it is. There may be another way of doing it. I do 
not know what that other way is. I have studied it a great deal and 
I know that there could be some other way, but it might be worse. 

Mr. Witiiams. Mr. Chairman, I would like to pursue that point 
further, but I do not want to take up too much time of the committee. 

The CHarMan. We appreciate that. 

I will recognize Mr. Springer. 

Mr. Sprincer. Mr. Chairman; I take it that this plan when it was 
first worked out, first enacted back in 1937 or 1938—was that not about 
the vear? 
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Mr. Matscueck. Well, 1934, or 1935; and then in 1937. 

Mr. Springer. But, you did not have any clear pension plan 
throughout the country at that time, did you? 

Mr. Marscurck. The Social Security Act was enacted in 1935, 
just about a month before the Railroad Retirement Act, but that 
Social Security Act was on an entirely different principle from the 
present Social Security Act. 

Mr. Sprincer. I understand. What I mean though is you did not 
have any private plan in the country. 

Mr. Marscueck. Not much, there were not many. 

Mr. Sprrncer. They were very sketchy. 

Mr. Marscueck. Yes. 

Mr. Sprincer. What I want to find out is whether or not your prob- 
lem—that is, what you have outlined here today, follows the pattern 
of other pension plans. I mean, take first this. I would like to ask 
you about the private systems. You have mentioned a couple here. 
I think you mentioned Ford and General Motors. 

Mr. Marscneck. That is right. 

Mr. Springer. That follows your pattern; is that correct ? 

Mr. Marscueck. There are two general classes, in this respect, of 
private plans. In 1 class, which includes Ford and General Motors, 
Steel, and many others—I mentioned the three largest ones—the plan 
provides that they will pay a certain percentage, at a certain age, 
under certain qualifications, minus what is paid by social security. If 
the social-security payments are increased, their payments are de 
creased. 

Another group provides a certain percentage plus whatever social 
security pays. Now, there are 2 types, you see. One type is like ours, 
and the other is not. 

Mr. Sprincer. May I ask this question, before you go on with that. 
The ones who follow your plan are the ones who have formulated a 
pension policy subsequent to the enactment of the Railroad Retirement 
Act. Am T right about that? 

Mr. Marcneck. Either that, or have amended them very greatly 
since then; yes. 

Mr. Sprincer. But most of them—the big ones, have been subse 
quent to the enactment of that act. 

Mr. Marscueck. That is right. 

Mr. Sprincer. Now, in that group you have named three. Are there 
any large ones? 

Mr. MATSCHECK. I could find you hundreds of them, probably. I 
hate to name them, because I sometimes might get one in the wrong 
category. 

Mr. Sprincer. Let me ask you this: Then, who are the big ones? I 
am still talking about the private companies. I want to come to the 
public systems in a minute. 

Who are the large ones in the private systems that do not follow 
your pattern ? 

Mr. Marscneck. Well, there is General Electric; the United 
Mine Workers. 

Mr. Sprincer. What about—TI think that the biggest private plan 
before this was enacted was the American Telephone & Telegraph 
Co. 
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Mr. Marscurck. That is one of the biggest private- pension plans. 

Mr. Sprincer. That is the biggest private-pension plan we had in 
the country. 

Mr. Martscueck. That and the Standard Oil are among the biggest 
ones. I think probably that General Motors—the automobile com- 
vanies generally, are the largest—and the steel workers, and the 
United Mine Workers. 

Mr. Spriuncer. Yes. 

Mr. Marscneck. And the United Mine Workers is in the second 
category. 

Mr. Sprincer. Now, let me ask you this third question. On the 
number of people that are under those two restrictive plans, about 
what percentage would that cover? 

Mr. Marscreck. I cannot answer that. 

Mr. Sprincer. Do you have any answer at all? 

Mr. Marscueck. I imagine that it is fairly closely divided, because 
you have very large ones on both sides, you see. For instance, you 
have the steelworkers, and there are several hundred thousand covered ; 
and then Ford and General Motors with several hundred thousands 
more. QOn the other hand, you have the A. T. & T., with hundreds 
of thousands; and the mine workers with hundreds of thousands. 
You have about 12,000 private-pension plans in the country, and they 
are split both ways, and sometimes we have compromises. I do not 
have the figures. I do not know. 

Mr. Sprincer. Let us say that it is 50-50, as far as the private 
systems are concerned. So, you have about 50 percent following one 
system and about 50 percent another. 

Now, let us go a point further. Let us take the public systems. 
Let us take the State of New York. Which system do they follow? 

Mr. Marscueck. Neither one. 

Mr. Sprincer. That is the biggest public-pension system in the 
country, is it not? 

Mr. Marscueck. They have no provision for any deduction of 
social-security payments. But there is probably very little of it 

Mr. SprinGer (interposing). Actually, the gentleman sitting over 
there happens to be from the State of New York. He can receive 
a pension from New York if he works under our local elective system 
and he can receive a pension and then he can become a judge, and 
he may receive a third pension. 

Mr. Marscneck. That is right. Except, and this is what we are 
talking about this morning; he would not get prior-service credit 
from the Federal Government. Whether he does in New York or not, 
I do not know. Probably not there either. We would not get two 
prior-service credits anyway. 

Mr. Springer. Actually, what he does, he collects three benefits. 

Mr. Marscneck. Yes; there are lots of people collecting three 
benefits, but do not get credit for the same prior service. 

Mr. Sprincer. But they cannot do that under your plan? 

Mr. Marscueck. Yes; certainly. Any man who serves after 193 
could get two full pensions, just as far as it is possible to go. Only 
when he has served before 1937, on which he paid no taxes, is the 
railroad annuity reduced. What we say is that this will wear out 
when the time comes in 15 or 20 years when there is no longer anyone 
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who can retire on prior service before 1937. Then he can get all of 
the credits, double credits, that he wants to, because that condition 
will no longer exist. 

Mr. Sprincer. Let me ask you about this case. If he retires and 
goes under social security for 16 quarters, then you say he can have 
social-security benefits 

Mr. Matscueck. No; I did not say that, Mr. Congressman. I said 
if a man had served before 1937 under the Railroad Retirement Act 
and then also has served under social security and becomes entitled 
under social security, then he will have deducted from the railroad 
retirement the amount of his social security or the amount that his 
service before 1937 would be under the railroad retirement, which- 
ever is less: but if he had no service in the railroad industry before 
1937, then there is no deduction on our part whatsoever, no matter 
how much his social security is or how long he worked under railroad 
retirement. 

Mr. Springer. Now, if he started service in 1938—that would be 
about my age—— 

Mr. Marscueck. It would not apply. This does not apply. 

Mr. Sprincer. He could go ahead and retire and then go under 
social security, and this would not affect him ? 

Mr. Marscneck. And he could get $85, and if he had a wife he could 
get $127.50 from social security, and he could get $168.50 as a maxi- 
mum, plus $40 for his wife, or $208.50 from railroad retirement, or 
a total of $336 from both. 

Mr. Springer. And under those who do have dual-pension systems 
he could draw those benefits ? 

Mr. Marscueck. That is right. 

Mr. Sprincer. And the only people who are excluded from this are 
the people who do not have any service under the Railroad Retirement 
Act prior to 1937? 

Mr. Marscueck. That is right. 

Mr. Sprincer. That is all. 

Mr. Marscueck. The reason that was done is in 1951 Congress did 
not want to pay under the Railroad Retirement and Social Security 
Acts the benefits for two untaxed service periods. That is the justi- 
fication. 

Mr. Sprincer. I see. I believe that is all, Mr. Chairman. 

Mr. TuornsBerry. Mr. Chairman. 

The Cuatrman. Mr. Thornberry. 

Mr. THornperry. I do not want to be repetitious, and I will try 
to confine my questions. 

Most of the private pension plans about which Mr. Springer asked 
you have to do with people who draw pensions, or will draw pensions 
in the future; is that not correct ? 

Mr. MatscHeck. Yes. 

Mr. THornperry. I mean, they do not affect people who are already 
retired by the General Motors, or other companies, and then go back 
and take away a part of their benefits. 

Mr. Matscueck. That is under a private agreement. 

Mr. THorNBeRRY. Yes. 

Mr. Matscueck. After the plan went into effect. 

Mr. THornsBerry. That is right. 

Mr. Matscneck. Yes. 
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Mr. THorngerry. Now, a moment ago in answering Mr. Springer’s 
questions, you were talking about those people and you did not mean 
anybody who started in ri ulroad employment in 1938. Is that correct? 

Mr. Marscueck. That is right. 

Mr. THornperry. Then, of course, your argument is to encourage 
people to stay with the railroad employment beyond age 65. You 
are not talking about people who started working for a railroad after 
1937 ¢ 

Mr. Matscueck. Of course, people who started in railroad employ- 
ment after 1937 can get higher and higher benefits under the Railroad 
Retirement Act. 

Mr. THornBerry. That is right, and they can retire and they are 
eligible to go to work under some other system which is covered by 
the social security. 

Mr. Matscneck. But then by that time it will take at least 10 years 
under the social security, and not 6 quarters. They will not be able 
to do as they can now. 

Mr. Trornperry. That is right. And that will apply to the annui- 
tant who is eligible ‘under the social security. 

Mr. Matscueck. Yes. 

Mr. THornperry. I mean, the theory is that we will finance the 
social security or the railroad retirement during the next 10 years 
largely out of what they have already paid in to the railroad retire- 
ment or social security. 

Mr. Matscneck. It will only be a small fraction of the cost. I 
mean, it is not largely out of. The financing will be in part, a small 
part. 

Mr. THornperry. Let me ask you this, about a man who had been 
employed prior—well, one other question before we get that. 

There is nobody who is drawing railroad retirement who has earned 
his benefits up to the present time ¢ 

Mr. Matscueck. Well, not now. 

Mr. THornperry. Nobody ? 

Mr. Matscrueck. And, there never will, because of the railroad con- 
tribution and the employee contributions. 

Mr. Trornserry. I mean even taking both contributions, nobody 
has retired, regardless of where he comes from under the social- 
security or railroad-retirement system who has actually paid the cost? 

Mr. Matscueck. That is right. 

Mr. Tuorneerry. All right. Now, take a man who retired prior to 
1950 or prior to when the 1951 amendments went into effect. It is 
ceietneglie is it not, that when the 1951 amendments went into effect, 
that he would have, or he was paid only that amount that he would 
have received on October 30, 1950? 

Mr. Marscneck. 1950. 

Mr. Trornserry. That is correct, is it not? You have nobody who 
is drawing any less / 

Mr. Marscureck. Nobody gets less than he was getting on October 
31, 1951. 

Mr. Trornperry. All right. But, it is true that quite a number of 
them did not receive any increase ; did not get the 15-percent increase ? 

Mr. Marscueck. That is right. I have the figures here. But, there 
were thousands of them who received no increase. 

Mr. TuHornperry. How many? 
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Mr. Marscueck. I have the figures here. It is about 23,000 I think 
that received no increase. The rest received part of the 15 percent. 

Mr. TrHornperry. About 23.000 received no increase whatsoever ? 

Mr. Marscueck. I think that is the figure; yes. I think about 
93,000, 

Mr. THorneerry. About 23,000 received no increase whatsoever, 
much less the 15-pereent aa rease, because of the dual benefit restric- 
tion. 

Mr. Marscueck. That is right. 

Mr. Tuornperry. Now, the entire argument about dual benefits 
was, to return to the restriction, how they would apply to the man 
who has somehow or other, hoped that he might be able to receive a 
benefit to the extent of 15 percent. Where does that answer come in 
there?’ What is the answer? 

Mr. Marscueck. The answer is that that man could receive under 
the social security, 1950 amendments, a large or a small benefit, under 
the social security for only six quarters coverage—practically no serv- 
ice. He is getting benefits over there for which he had paid very 
little and the argument is that he is not getting two unpaid for bene- 
fits. 

Mr, TuHornperry. And even though Congress had not enacted the 
1951 amendments, you did give increases to some people who had not 
entirely earned the annuities they had received ¢ 

Mr. Marscueck. Yes. They could only get one, however; not two 
unpaid for benefits. ‘That is my point. 

Mr. THornperry. Yes; that is a point, but then we turned around 
and took away the benefits which they had been receiving since 1950 
under the social security, under which you said that they should not 
receive any less than they were receiving on October 31. 

Mr. Marscueck. We did not take away what they were receiving 
since 1950. We started taking away, in October 1951, what he was 
getting as of that date. We did not reduce it. 

Mr. ‘THornperry. But, you did not give him any increase? 

Mr. Marscueck. That is right. 

Mr. Tuornperry. All right. Now, Congress came along in 1952 
and gave increases under the social security. 

Mr. Marscueck. Yes. 

Mr. THornperry. He did not receive any of that benefit ? 

Mr. Martscneck. No. 

Mr. Trornserry. I mean, we created a no man’s land, so far as these 
people are concerned, You say that Congress said that if they were 
going to receive increases under social security they ought not to 
receive increases under the railroad retirement ¢ 

Mr. Marscueck. That is right. 

Mr. THornserry. And, if they were drawing it under both, they 
also could not get an increase unde r the social security. 

So, they are in a sort of a no man’s land. 

Congress was trying somehow, under some theory, even when it 
amended the Social Security Act in 1952, to provide that they would 
receive something either under the railroad retirement or the social- 
security system. In other words, they were trying to give somebody 
some increased benefits, taking into consideration the fact. that some 
had received benefits, for the prior service that we were talking about 
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at that time, yet these people were placed in a sort of a no man’s land 
and they could not get any benefits from either one. 

Mr. Marscueck. "They could not receive benefits for prior service 
under both systems. 

Mr. THorneerry. You say that they did have those benefits 
prior—— 

Mr. Marscneck (interposing). That is right. 

Mr. THornperry. And this condition was recognized under both 
laws; is that not correct ? 

Mr. Marscueck. That is right. 

Mr. THornperry. Your statement is that it is all right for a man 
to get a large unpaid-for benefit under one system, but if he is under 
the two systems he is deprived of the benefits? 

Mr. Marscueck. Not under both; under one. 

Mr. THornserry. But, this did not give him any increase under the 
railroad retirement and it does not give him an increase under the 
social security. 

Mr. Marscueck. But he would have had a great reduction if we 
had taken both away. We have only taken one away. 

Mr. Tuorneerry. But you did not give him the benefit of the in- 
crease, you have just told us. 

Mr. Matscueck. That isthe point. The reduction was taking away 
his increase or a part of it. 

Mr. TuHorneerry. That is all, Mr. Chairman. 

Mr. Hrinsuaw. Are there any further questions ? 

Mr. Youncer. Mr. Chairman. 

Mr. Hinsnaw. Mr. Younger. 

Mr. Younger. As I understand, as a practical matter, the whole 
basis of your arguinent is that the retired employee is not entitled to 
dual benefits for untaxed service. 

Mr. Marscueck. When he has two. 

Mr. Youncer. No; I mean when he goes back before 1937, that is, 
the railroad employee, you are basing it on the fact that he had un- 

taxed service prior to 1937. 

Mr. Marscneck. That is right. 

Mr. Youncrr. That is the sole basis of your argument. 

Mr. Marscueck. Yes; we do not take it away unless he had a second 
untaxed service. 

Mr. Youncer. That is the argument against the railroad man. 

All right; was there a railroad pension prior to 1937 ? 

Mr. Marscueck. There were many private pension plans on indi- 
vidual railroads. 

Mr. Youncer. That is right. 

Mr. Martscneck. That is right. 

Mr. Youncer. And they hz ad been in force for quite some years? 

Mr. Marscueck. Yes; some of them had been in force for 50 years 
or more. 

Mr. Youncer. All right. Do you mean to say that in negotiating 
pay for those railroad men prior to 1937 that their pay did not in- 
clude their mesma! when they were negotiating the pay scales? 

Mr. Marscueck. I do not. know what was indicated. I think it de- 
pended upon conditions at the time. 

Mr. Youncer. I mean, we have all of these fringe benefits now. 
They include that as a part of their pay when it comes to negotiating. 
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Mr. Marscueck. I depended upon conditions at that time. I mean, 
it depended upon economic conditions. 

Mr. Youncer. But it certainly was true. It is true now, and | 
think it has always been true that in negotiating wages that if there 
was a private pension plan paid for by the company, such as the 
telephone company that was discussed, or any other company, in 
setting the wages, that the man figured that he was getting a pension 
for which he was not paying . but in reality he was paying it out of 
his wages, because if he were not getting that he would get higher pay. 

Mr. Marscueck. I know that argument. Iam not sure that it has 
always been applicable. There had been private railroad pension 
plans. I do not know that that was always applicable. 

Mr. Youncer. But all of those who were in employment prior to 
1937 were taken into consideration. 

Mr. Marscueck. I know the argument. I do not agree with it. 

Mr. Youncer. I think that your statement is unfair to those rail 
road men who were working for the railroads that had private pen 
sion plans, and that the private pension plans were undoubtedly taken 
into consideration at the time they were negotiating for their pay, 
and to that extent they were taxed during those periods, and we cannot 
say that this period represents a nontaxed period. 

I just wanted to get that in the record, Mr. Chairman. 

Mr. Hinsnaw. Are there any further questions? If not, the hear- 
ings will be adjourned until 10 o’clock tomorrow morning. 

(Thereupon, at 12:35 p. m., the committee adjourned to meet at 
10 a. m., the following morning, Wednesday, June 3, 1953.) 
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WEDNESDAY, JUNE 3, 1953 


Hovustr oF REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to adjournment, in room 
1334, New House Office Building, Hon. Charles A. Wolverton (chair- 
man) presiding. 

The CHarrman. The committee will please be in order. Are there 
any Members of Congress present this morning who wish to be heard ¢ 


STATEMENT OF HON. GEORGE M. RHODES, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Ruopes. Mr. Chairman and members of the committee, I ap 
preciate this opportunity to appear before you to make a brief state- 
ment and request your consideration for amending the Railroad Re- 
tirement Act so that retired railroad employees will have the right to 
receive all earned benefits from both railroad retirement and social 
security. At the present time, as you know, many railroad workers 
are forced to forfeit a portion of their benefits. 

I represent a district in which there are many railroad workers, 
and from my own experience I have been able to see how unjustly the 
present provision of the law works against retired rail workers. 

A number of bills, including the one which T have introduced, H. R. 
4279, have been introduced to repeal the provisions of the 1951 amend- 
ments to the Railroad Retirement Act, that prohibit increased bene- 
fits to those persons who have coverage under social security. It is 
difficult for the beneficiaries to understand why they should not be 
paid the full benefits to which they feel they are justly entitled. I 
share this view, particularly because present benefits are inadequate 
in many cases to properly take care of the needs of retired persons. 

Very often the combined benefits of railroad retirement and social 
security are as low as $25 to $30 a week. Therefore, I see no good 
reason why this law should not be amended in order that retired work- 
ers will be paid benefits from the Railroad Retirement Act without 
being forced to take less because of coverage under social security. 
Social-sec urity benefits are paid to many persons who are beneficiaries 
under private pension plans. I can see no reason why retired work- 
ers should be treated any differently simply because they were em- 
ployed in the railroad industry. 
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I trust, gentlemen, that you will take steps to amend this law in 
order to correct an injustice which has been done to the railroad work- 
ers by the provision which denies all earned benefits to retired persons. 

The Cuarrman. Are there any questions, gentlemen ¢ 

If not, we thank you, Mr. Rhodes. We appreciate your comments 
to your particular bill which are similar to others introduced. 

The next witness will be Mr. Stack, president of the National Rail- 
road Pension Forum, Inc. 

Mr. Hesevron. Mr. Chairman, may I make a request before that ? 

The Cuarrman. Yes, Mr. Heselton. 

Mr. Hesevron. Yesterday attention was drawn to the provision of 
this particular subsection which reads in part as follows: 

The retirement annuity or pension of an individual and the annuity of his 
spouse, if any, shall be reduced, beginning with the month in which such indi- 
vidual is, or proper application would be, entitled to an old-age insurance benefit 
under the Social Security Act. 

The significant part is “or on proper application would be, entitled 
to an old-age insurance benefit under the Social Security Act.” 

I do not think that the Board has submitted to the committee a 
breakdown showing the cost of that, or what it would be if it were 
limited only to those who receive social security benefits. 

I would like to submit a request that the Board furnish a breakdown 
in two categories; that is, those actually receiving benefits, and those 
who would be entitled to receive them and are not receiving them. 

The Cuarrman. Is Mr. Kennedy present? Is there any other mem- 
ber of the Board present ? 


STATEMENT OF F. C. SQUIRE, MEMBER, RAILROAD RETIREMENT 
BOARD 


Mr. Squire. Mr, Chairman: My name is Frank C. Squire. I ama 
member of the Board. Mr. Kennedy, whom I saw in the office a short 
time ago, said that he had an appointment so he would be late this 
morning. 

On this question, I think we can furnish that all right, can we not, 
Mr. Matscheck ¢ 

The Cuarrman. Very well; we will appreciate your doing so. 

(The information requested is as follows :) 


STATEMENT ON THE PROPOSAL To ELIMINATE “OR, ON PROPER APPLICATION, WOULD 
Be” From Last PARAGRAPH OF SECTION 3 (B) 


Of the 30,200 individuals affected by the dual benefit provision as of December 
1952, 2,500 had not filed applications for social security benefits (presumably 
because they were still working). These 2,500 would have their reductions re- 
stored if the clause, “or, on proper application, would be,” were eliminated. 
The cost of an amendment to this effect would be .08 percent of payroll. 

There were an additional 2,500 individuals who had filed social security appli- 
cations and thereby became technically “entitled” to benefits, but who were 
working in December and therefore were not actually receiving them. The 
elimination of the clause referred to would not help this group. In order for 
this group to receive full annuities, it would be necessary to revise the dual 
henefit provisions so that it is made to apply only if the employee is actually 
receiving, rather than is entitled to, a social security benefit. Such a change 
would automatically take care of the first group also. The cost of such a change 
would be .04 percent of payroll. If the words “entitled to’ were changed to 
“receiving,” it would be important to retain the clause “or on proper applica- 
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tion, would be,” since otherwise many employees eligible to receive social security 
benefits will simply refrain from applying for them. This would place on the 
railroad retirement account the burden of paying a number of benefits that 
should properly be borne by the social security system. 

The Cuairman. Now, Mr. Stack, will you give your name in full 
and whom you represent. How long do you expect to take / 


STATEMENT OF THOMAS STACK, PRESIDENT, NATIONAL RAILROAD 
PENSION FORUM, INC., CHICAGO, ILL. 


Mr. Srack. Possibly 15 or 20 minutes. 

The Chairman, All right; you may proceed. 

Mr. Srack. Mr. Chairman and gentlemen of the committee. My 
name is Thomas Stack. I reside at 1104 West 104th Place, Chicago, 
Ill. I am president of the National Railroad Pension Forum, Inc., 
a chartered organization under the laws of the State of Illinois, as 
a nonprofit educational group comprised of union and nonunion em- 
ployees subject to the Railroad Retirement Act. 

We are the largest pension group in the country, with member- 
ship on 318 r ailroads and affiliated bureaus : 90 percent of our organi- 
zation being members of the various crafts of the Brotherhoods, deal- 
ing exclusively on rail pensions. We at all times have our hand on 
the pulse of the railworker and can speak with authority backed up 
by concrete cases relative to their welfare in as far as pensions and 
rail annuities are concerned. In this role we are making an extended 
effort. to especially help those of our railroad friends who individually 
are unable to he ‘Ip themselves. 

Hvery officer of our organization has a background of railroad ac- 
tivities. I myself have completed 88 years of service with the rail- 
roads until I was drafted into the present capacity in 1947, when the 
amendments deprived the employees of the residual lump-sum benefits 
and increased the tax rate almost double. It was then that the em- 
ployees felt they were being exploited by sinister interests foreign to 
their cause. 

In the House and Senate hearings on the 1951 amendments I opposed 
the dual restriction benefits as being a piece of legislation most vicious 
in its application, and I warned my friends in Congress at that time 
that repercussions were in the m: aking. Little, however, did I realize 
that the application of this law would be so harsh. 

We felt that once a retired worker qualified for social security bene- 
fits that same would be deducted from his prior service credits, that 
is, credit for service performed prior to the taxing provision of either 
acts January 1, 1937, but we never contemplated that if he did not 
apply for his social security benefits that his rail pension would be 
tampered with. 

The social security lays down some provisions to qualify bene- 
ficiaries of that act. One is that you must have contributed taxes to 
the system; you must have at least 6 quarters of coverage, you must 
be 65 years old; and you must make application therefor. 

The railroad Retirement Board maintains that once a retired rail 
worker receives six quarters of coverage under the Social Security Act 
he is entitled to benefits under that act and if he still continues to work 
they immediately deduct from his rail pension $25 per month which 
is the minimum social security. If he works for a 10-month period 
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under this application and then applied for his social security and 
finds that he is awarded $75 per month under that act, the Railroad 
Retirement Board claims that he has been overpaid $50 per month 
from the time he was entitled to social security benefits of some $600 
and they refuse to give him another railroad retirement check until 
the amount of this overpayment is liquidated. 

This provision is very tragic; where the employee cannot live on 
his rail pension and tries to supplement it with social security earn- 
ings only to find that in the final analysis he was much worse off 
financially and is being penalized for his thrift. 

The impact of those amendments has involved some 35,000 of our 
retired rail workers. We cite a case in point. A man in Arkansas 
who spent 37 years with the railroads reached the age of 65 years and 
took his rail pension of $99 per month. By conservative saving 
throughout his working years he had enough capital to invest in the 
dry-goods business. Then the H. R. 6000 amended social security law 
was passed by Congress, which forced this man to pay the self-employ- 
ment tax under the Social Security Act and when he had 6 quarters 
of coverage his rail pension was reduced by $85 the maxima social 
security benefits and he receives $14 per month railroad retirement 
annuity although he receives no benefits from the social security and 
still maintains his place of business. 

As you gentlemen may know, 17 of our major lines have corporate 
systems of their own and they were very glad at the time to cooperate 
with us and get the first Railroad Retirement Act through which was 
established in 1934; and that act was one of the first pension systems 
to be started on a inajor scale. Now, that act was held unconstitu- 
tional and the 1935 act was held unconstitutional. And, it is the 1937 
act that we are now operating under which was created on the advice 
of the late President Roosevelt when he wrote a letter to Mr. J. M. 
Pelley, the vice president of the American Association of Railroads, 
and one George M. Harrison, of the clerk’s organization, requesting 
them to get together and bring through a law that would not. be con- 
tested in the courts, and I think that you gentlemen have seen that 
agreement in the hearings before the study committee in which that 
letter was made a part of the record. 

In 1937 some 48.500 railroad pensioners were taken over by the 
railroad retirement account from the corporate rolls of the carriers 
and given a pension under our act equivalent at least to that which 
they received from the railroad companies. These are known as pen- 
sioners under the act. 

Some 5,000 are still alive and drawing monthly benefits although 
they never paid any taxes into the system. They received the 20 per- 
cent increase awarded by Congress in 1948, and the 15 percent increase 
awarded November 1, 1951, and also the spouse benefits which was a 
provision of the 1951 amendments. Yet those who did contribute to 
the taxing provision of the act, and were promised security by the act, 
find that under the 1951 amendments, because they worked in industry 
covered by social security, that this security is taken away from them 
and that their annuities are materially reduced because of their effort 
to supplement their income which is inadequate to maintain them 
under living standards in the present economy. 

Congress has violated the laws of contract by the 1951 dual restric- 
tion provision, because before the 1951 amendments a retired railroad 
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worker could get the benefits of both acts, which was promised to him 
since the act was created in 1937, such circumstances have brought 
forth the charge that the deduction imposed by section 7 is unconsti- 
tutional. 

I attended and appeared at the hearings on H. R. 6000, the amended 
Social Security Act, and the principals of that act involved the needs 
of the aged worker and not his prior service credit. Section 7 of the 
Railroad Retirement Act makes a distinction contrary to the spirit of 
the 1937 act which was carefully planned to give full credits for serv- 
ices performed prior to the taxing provision of the act of January 1, 
1937. 

This concept is continued in subsequent amendments which in- 
creased benefits and protection without discrimination until Public 
Law 234 of the 82d Congress changed it. This law has the effect of 
enalizing railroad workers because of their age in 1937, and requir- 
ing them to bear the cost of saving to the trust fund because of circum- 
stances beyond their control. 

It applies a penalty retroactive against railroad workers who, in 
good faith and according to existing law, have sought to increase their 
retirement income by supplementing their railroad : annuity with social 
security benefits toward which they have also contributed. It puts 
railroad retired workers on the shelf and discourages them from useful 
occupations which is nothing more than a work clause on which they 
are forced to pay the social security tax without increasing their com- 
bined benefit income, 

It presents administrative problems if the law is strictly interpreted, 
and is unwarrantedly expensive and creates a serious public relation 
problem because of fluctuations in the amount of railroad retirement 
benefits, 

One cannot consider the 1951 amendments a benefit to a large seg- 
ment of our retired people inasmuch as it denies those who worked for 
social security the 15-percent increase granted and subsequently re- 
duced retroactively their railroad pension to November 1, 1951. Many 
of those beneficiaries received their 15-percent increase and when it 
was found that they had coverage under social security their railroad 
pension was completely stopped for several months until the overpay- 
ment was liquidated, a most tragic circumstance to befall those who 
are trying to live day by day on the small pittance they receive. 

Under the present application of the railroad retirement law, once 
a man retires from railroad work and receives a pension, there is a 
ceiling on this pension or annuity which would restrict him from sup- 
plementing same by social security because as the social security is 
a reased, the railroad retirement pension of such individual is reduced 
by that amount and although he pays the additional social security tax 
he fails to register any additional benefits under the interpretation of 
both acts as reflected in Public Law 234. This is confiscation in plain 
words. 

The proponents of section 7 of the Railroad Retirement Act main- 
tain that the dual restriction provision only applies to 13.2 percent of 
the 265,000 beneficiaries of the act. This is a large number and repre- 
sents some 35,000 of our retired railroad people, who maintain that the 
savings to the account will amount to over $1 billion by the year 
2000. Such uncouth thinking is not framed on the spirit of broth- 
erly love. I would ask those critics if the Railroad Retirement 
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Act was inaugurated for the purpose of creating a financial “F1 “anken- 
stein” to destroy the lives and hopes of our good people or was its 
inception for the purpos se of giving securl ity toour aged employees who 
have given the best years of their lives to serve an industry, which is 
the recognized pioneer builder of this Nation, and an important cog in 
our economic life in both war and peace. 

Members of Congress, civil service employees, members of the Armed 
Forces, post oflice employees, who formerly worked on the railroads 
can enjoy both pensions and annuities in full without any financial 
discrimination, yet the poor retired railroad employee who is forced 
by circumstances outside his control to seek employment in industry 
covered by the Social Security Act, finds Congress telling them through 
their vested legislative power that he cannot increase his pension or 
annuity regardless of the many years of additional labor he may find it 
consistent to perform and that a tax probably will be exacted from him 
if he dares to work after attaining the age of 65 years. Such action 
could be expected of a totalitarian government but not in this country 
where we enjoy freedom under the guaranty of our constitutional 
rights. 

{ would like to insert in my brief at this particular time, this state 
ment, that there is a Miss Elizabeth Breckenridge. She is executive 
secretary of the Illinois Commission on Aged, which organization is 


being financed by the Rockefeller Foundation. She made Sober 
SUrve) of the aged condition of the country last year—1951—and she 
reports that there are 15 2,300,000 persons over 6 5 years old in the coun- 


try today. She also re ports that there are 30,500,000 between the ages 
of 45 and 65 and soon there will be more. 

Now, you can just imagine what it is going to do to the economy of 
this country if you restrict some twenty-four to thirty million aged em- 
ployvees from going out into gainful emp loyment, which is nothing 
more than you are doing now in connection with the railroad retire- 

ent. If you have a work clause in your Social Security Act that pro 

hibite those people from working, why, you can just imagine what is 
going to happe n to the economy of the country. 

I can appreciate that some of our brotherhood members are very 
much in favor of eliminating labor entirely from the market so that 
they will have a shortage of labor and they can command their pound 
of flesh: but, gentlemen, we are after the humane angle of this thing 
and we really believe that you should not close the door to those em- 
plovees that are over 65 years old, if they are forced out of employ- 
ment. Many railroads tod: iy demand that they leave the service when 
they attain the age of 65, and these men are very capable at that 
particular age. 

We have some of them working for us that are very capable and I 
would rather hire an older man tod: iy than I would a younger man, in 
our line of work; and if you have this restriction in there, or this work 
clause in the railroad retirement or in the social security, you are going 
to close the door against that number of people and it is going to cause 
an awful panic insofar as the economy of this country is concerned. 
Now, I think that we should encourage these people to find other em- 
ployment; we should try and help those people that are 65 and capable 
of working, instead of closing the door against them. 

Now, take a man that retires May 1, 1953, he received his railroad 
annuity which reflects the 15-percent increase granted by the 1951 
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amendments. He later finds out that he cannot subsist on his annuity 
and seeks additional employment and if this employment is in an in 
dustry covered by the Social Security Act when he acquires 114 years 
of work or 16 months if he is self-employed, then his railroad annuity 
is reduced by the minimum social security or the actual social security 
he ise ntitled to if such can be determined. So Congress is putting a 
penalty on thrift by permitting this provision to exist. 

The fifth actuarial survey of the retirement account is a masterpiece 
of deception, painted by the same artists who are interested in a bureau 
cracy at the expense of the employees. The more complications they 
inject into this act the larger the force at their command to administer 
those provisions. 

In this survey the taxable payrolls are based on $5 billion whereas 
they have now reached almost $6 billion. They are trying to give 
the impression that retired railroad workers live longer which, of 
course, cause additional liability on the fund. Those scare artists 
who support their data by the application of the astrological slide 
rule that they can devise to suit the user’s convenience and purpose, 
are against ‘tener benefits. 

They have asked for a year’s delay in changing the act until the 
financial impact caused by the 1951 amendments can be actuarially 
determined in the light of more experience. The retired railroad 
worker who is the victim of this misapplication of law has more 
experience than he desires. He is the one who suffers and appeals 
to you this day to help him in his plight. Months, weeks, even days 
are the milestones in their lives, not years, and to invite further 
delay in amending our act would be dangerously tragic. 

A great number of railroad employees, mostly in shops, have re- 
cently lost their jobs due to economic conditions and the changing over 
from steam to diesel power. Many general offices of the railroads 
have been moved causing a large number of employees to be dis- 
associated with the caleatiey. Some of these employees were young 
enough to secure employment elsewhere. They weighed this situation 
on the expectation that they could better their pensions and annuities 
by working for industry covered by social security. Now with the 
1951 amendments they find that they have not increased their total. 
In fact, the social-security benefits are deducted from their railroad 
retirement checks and in many cases their entire equity under the 
railroad retirement has vanished as the straight social-security pro 

visions give them more than the retirement setup. 

We have a large number of employees today who work jointly with 
the railroads and the Western Union telegr aph, although those em- 
ployees pay into both systems and where prior service credits are 
involved ; that is, service for the railroad lines before the taxing pro- 
vision of our act became effective J: muary 1, 1937, those employees 
only receive additional compensation in their retirement benefits for 
the joint service performed subsequent to January 1937. 

We have some cases of railroad employees who have been loaned 
to industry, mostly mines, who are faced with a similar situation and 
there was one who lost out entirely on his railroad credits because 
he had less than 10 years on the 1 ‘ailroad payroll, although he feels 
that he is still a railroad employee helping their interests in the 
operation of those mines. This type of employee, having less than 
10 years of railroad service, was removed to social security under the 
application of Public Law 234, 
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The railroad employees feel today that they are paying too high 
a premium for the meager benefits they receive, they are almost to 
a man against increasing either the tax rate or base, and this condi- 
tion will prevail as long as we keep the formula of high reserves. 
They favor a pay-as-you-go plan which will keep a closer relation 
between income and expenditures. They feel each generation should 
pay their own way and the account should be kept in such active 
shape that a glance at same should register the answer, not wait for 
months to have actuaries determine the solvency of the fund, which, 
to say the least, is based on estimates, being too conservative regarding 
economical conditions. 

In this age of atomic energy, we cannot foretell with any degree 
of accuracy what conditions may be 25 years hence not alone 50 years 
from now which is the basis of projections reflected in the actuarial 
experience of the Railroad Retirement Board. 

Inasmuch as this hearing is confined to dual restriction provisions, 
I will not burden you with other suggestions relative to increasing 
the financial standing of the fund. There are many more needed im- 
provements in our act for which we shall appreciate another oppor- 
tunity to appear before you and discuss its merit when the situation 
presents itself. 

Thousands of railroad employees today are praying that God will 
inspire you with wisdom and hear their plea, which I humbly make 
before this honorable body on their behalf. I have no selfish motive 
in this legislation. I have tried to give you the facts and ask you 
to help those poor individuals, whose burden of labor has ceased, 
whose days nal vears are numbered, so that they may receive a little 
sunshine in their declining years. 

I thank you gentlemen for the privilege of appearing before you, 
and that my remarks will make an indelible impression on your 
memory. 

At this point, Mr. Chairman, I would like your permission to intro- 
duce the brief of our research director, Mr. Walt Sands, from Chicago, 
which is on file with the clerk of the committee, and also the brief of 
Mr. E. A. Fox, who is here, but he has a heart condition and he is a 
little nervous to come up here and appear before you. I would like 
to have his brief introduced. I asked him to file the brief. He is 
one of our retired men and one of our group workers, and I would ask 
the chairman if he would yield 2 minutes to Mr. Byrnes, who is our 
regional vice president from Baltimore, who is here in the audience 
this morning. He just got into town yesterday and did not have an 
opportunity of preparing a brief. But he has a few remarks that 
he would like to make, which would not take up more than 2 minutes. 

The Cuairman. Assuming that it will not take more than two min- 
utes, as you have stated, we will hear Mr. Byrnes, at this time; and 
you will also have the permision of entering the statements to which 
you have referred, in the record. 

(The matter referred to is as follows:) 


STATEMENT OF BDUGENE A. Fox FoR THE HEARINGS ON THE RAIDROAD RETIREMENT 
Biuuis H. R. 5097 and 8. 1776 


My name is Engene A. Fox, my home address 6107 Nassay Street, Philadelphia 
31, Pa. I was born in the vity of Philadelphia, August 5, 1883. I am a Pennsyl- 
vania Railroad pensioned clerk, having been employed by that road continously 
from August 18, 1900 until December 16, 1948, completing a term of 48 years 
and 4 months. 
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At time of being pensioned, December 16, 1948 my annuity was $110.84 a month 
and received this amount until December 1951, when it was increased by the sum 
of $16.63, making it $127.47 monthly. 

I elected to seek employment, so as to increase my income and to build up a 
larger monthly annuity when I found it necessary to stop working. February 
1951 I found employment as a clerk, which placed me under the Social Security 
Act. 

November 5, 1952, I was notified by the Railroad Retirement Board, that I 
was entitled to Social Security benefits as of April 1, 1952. 1 was also advised 
that until I accepted these benefits I would have deducted from my annuity 
$16.63 monthly, effective April 1, 1952: making my annuity $110.47, which was 
the amount I received prior to December 1951. I got this for having a desire 
to work. 

My checks for September and October were held up until the Board adjusted 
their records. This showed that I had been overpaid $83.15, which sum was de- 
ducted from the September check and on November 11, 1952, I received a check 
for $138.53 covering the 2 months mentioned above. 

February 1953 I accepted Social Security benefits, being over 65 years of 
age and having worked more than the required time and am entitled to $59.70 
monthly. April 1953 the Railroad Board notified me, because of filing an ap- 
plication for Social Security, my anuity would be reduced, as of January 1, 
1958 by the amount of my Social Security benefit, which would be $59.70 and 
I would be entitled to $67.77 monthly. I was further avised that I had been 
overpaid for January and February to the amount of $86.14 and there would 
also be deducted 84 cents a month until this overpayment was repaid, which 
will take about 8 years. This makes mp annuity $66.93 a month. In 4 years 
I went from $127.47 to $66.93. 

I understand the reason for deducting this money is due to a law passed 
October 30, 1951, called the “dual benefit reduction” provisions, which in sub- 
stance says a railroad pensioner, who did not pay tax prior to 1987, cannot re- 
ceive his full amount of railroad annuity and the Social Security benefits 
at the same time. 

The last year I worked, 1948, I paid retirement tax to the amount of $194.69 
and received from the railroad over $3,600, T now pay 12 times $59.70 or $716.40 
a year and receive $813.24. This makes a very high insurance rate; seems un- 
believable and like a holdup. I now pay three times the amount of tax I did 
when I was working for the railroad. How many years does it take to recover 
the tax I did not pay and now required to pay? At the rate of $716.40 a year it 
certainly should not be for the rest of my life; there should be a time when it 
would be paid up, in my case in 5 years I will have paid $3,582. 

I believe this covers my pension situation and one comes to the conclusion, why 
be industrious? A man is able to work and seeks it, so as to secure a little more 
money for living purposes and in due time finds he has made a mistake, for he 
is no better off, you lose if you do not go on social security of if you do. Why 
is it that the railroad pensioner is the only one who cannot receive a dual pen- 
sion? The Government workers can and do have this privilege. Why is it that 
all of the social-security benefits are taken away? If it was a certain part it 
would not be so bad, but taking it all for the rest of one’s life is too severe. 
Surely at some time one has paid in a sufficient amount to cover this unpaid tax. 

There was no law saying I should pay any tax until 1951, therefore why should 
I, already receiving an annuity and working under the Social Security Act come 
under such a law, why was the bill made retroactive? Where there is no law 
there is no crime, the law makes one conscious of unlawful acts. Can one be 
punished later for an act when there was no law at time of commitment, making 
it punishable? I am penalized for trying to improve my living conditions. It 
seems a railroader 65 years of age is supposed to be shelved and stay there until 
he dies. 

I understand there are a number of bills before this committee that will correct 
this uniust provision, the so-called dnal restriction provisions among which are 
bills H. R. 5097 and S. 1776. 

I ask and urge vou to consider these bills and give a favorable recommenda 
tion for their passage by Congress at an early date, so needed help will be given. 
This will not only be a great benefit to myself, but I believe to the thousands, 
who also have been made to suffer, because of this unjust dual restriction provi- 
sion. 


I thank you gentlemen for the privilege of presenting this statement of facts, 
showing how I am affected and trust it will make a favorable impression. 


84983—53——5 
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TESTIMONY OF WALT SANDS, ResearcH Direcror, NATIONAL RAILROAD PENSION 
ForuM, Inc., CHicago, ILL., at HEARINGS ON RAILROAD RETIREMENT, BEFORE 


rHE House INTERSTATE AND FoREIGN COMMERCE COMMITTEE, WASHINGTON, D. C. 
JUNE 2, 1953 


Mr. Chairman and gentlemen of the committee, My name is Walt Sands. I 
reside at 7548 Coles Avenue, Chicago, Ill. I am research and public-relations 
director of the National Railroad Pension Forum, Inc., a nonproftiit organization 
of railroad employees with membership on 319 American railroads and affiliated 
bureaus—chartered under the State laws of Illinois. I am also editor of the 
Rail Pension News, published by the forum. 

kor the benefit of the brotherhood leaders, the Rail Labor Executives’ Associa- 
tion, and especially the brotherhood weekly newspaper Labor, none of my 
uctivities have ever been influenced one iota by railroad management. 

I have worked over 30 years for the railroads. For the past 25 years I have 
been employed as freight inspector with the Eastern Weighing and Inspection 
Bureau, in Chicago. My duties at various railroads keep me in steady contact 
with white-collar workers, freight handlers, yardmen, switchmen, engineers, 
conductors, shop mechanics, and others. The vast majority of us want to know 
why we pay over four times more taxes than our neighbor pays for social 
security, and we want to know why we receive less than four times as much 
more in benefits. 


RAIL WORKER PAID TAXES INTO BOTH SYSTEMS—LEGALLY ENTITLED TO COLLECT BOTH 
BENEFITS 


The vast majority also want to know why we cannot collect full benefits under 
both the Social Security and Railroad Retirement Acts, since October 31, 1951 
(prior to November 1, 1951, we could collect full benefits under both acts), 
especially because it is impossible to collect full benefits under either act, 
unless the employee (and employer) has paid the legal taxes to qualify for 
benefits. In other words, when a rail worker pays taxes into both systems, he 
should receive full benefits from both systems. 

In my capacity as editor, I charged the present dual-benefit restriction as 
unconstitutional in our September-October-November 1952 edition of our Rail 
Pension News. I still firmly believe now what I said then. I assume full 
responsibility for this personal opinion, which I consider important enough to. 
insert in this testimony and pertinent to the subject now being discussed by 
this committee. The article appeared as follows: Dual-Benefit Restriction 
Under Present Law “Unconstitutional.” 

When a man buys two insurance policies from the same company, or two dif- 
ferent companies, he is legally entitled to receive the face value of both bene- 
fits as outlined in the original contracts. Both the social security and railroad 
retirement systems (operated by the Government) should be two separate and 
distinct retirement systems. Those paying taxes itno both systems, and qualify- 
ing for benefits, should not be restricted from receiving full benefits under both 
Systems. 

Retired rail workers should be permitted to earn any amount without penalty 
or restriction anywhere, other than in employment covered by the Railroad 
Retirement Act. 

Rail worker received $178 per month—$2,136 per year 

Before November 1, 1951, a retired rail worker received full benefits under 
both the Social Security and Railroad Retirement Acts. A retired rail worker 
after 30 years of service, with average earnings of $200 per month, received an 
annuity of $108. If he found it necessary to supplement his income from em- 
ployment covered by social security, and earned $200 per month, from January 1, 
195°, to July 1, 1952, his social security annuity totaled $70. He collected both 
annuities in full, or a total of $178. 








15 percent increase—reduced it to $124.20 per month—$1,490.40 per year 

After November 1, 1951, if the retired rail worker had creditable railroad 
service before 1937 (most pensioners have), his social-security benefit is reduced 
from his railroad retirement benefit. The above-mentioned rail annuity of $108 
was increased by 15 percent to $124.20, from which amount his social security 
annuity of $70 is reduced by the Railroad Retirement Board to $54.20, or $53.80 
per month less than the $108 rail annuity he collected prior to November 1, 1951. 
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Rail worker loses $53.80 per month—$645.60 per year 

After reduction his combined social security and railroad retirement annuities 
total $124.20 or $53.80 per month less than the $178 he collected from both sys- 
tems prior to November 1, 1951, Instead of a 15 percent increase, the rail worker 
has been rewarded with a 50 percent decrease, from $108 to $54.20 


UNCONSTITUTION AL 


The present restriction prohibiting social security-railroad retirement dual 
benefits is illegal. No other group in American industry is so penalized. 

Although the coal miners, steelworkers, autoworkers, and telephone workers 
contribute to the Social Security System, they also receive noncontributory 
pension plans, paid for entirely by their respective employers. In certain cases, 
under some of these noncontributory plans, dual restrictions are applied, but 
because the employees do not contribute to both plans, the Federal courts have 
(when sued by pensioners) refused to issue preliminary injunctions prevent- 
ing those companies from reducing the recently enacted social security in 
creases of from $5 to $8.60 per month, from their noncontributory pensions, 

Only those who worked in industry covered by the Social Security Act are 
penalized under the dual provision of the Railroad Retirement Act. The re 
striction has the effect of reducing an already inadequate rail pension by deny- 
ing participation in the November 1, 1951, Rail Retirement 15 percent increase, 
as well as future increases. In fact, the September 1, 1952 social security $5 
to $8.60 per month increase, reduces the rail pension, that much more. 

Since November 1, 1951, his railroad annuity cannot be less than he would 
get on his railroad service after 1936 alone. This also is illegal because it is 
mathematically impossible under present law to find where any reduction made 
by the Railroad Retirement Board is equivalent to 4144 times as much as the 
amount that would have been payable by social security had the employee been 
covered by social security after 1936. 

For example, the previously mentioned rail worker, earning $200 per month, 
after 30 years of service (including so-called credit for service before 1987), re 
ceived an annuity of $108. The 15 percent increase upped this amount to 
$124.20, from which amount, the Railroad Retirement Board reduced his social 
security annuity of $70 to $5420 a month (which is $15.80 less than the $70 
social security pays on the same basis of earnings and years of service after 
1986). It is mathematically impossible to justify $54.20 amounting to 4% 
times more than the $70 amount, paid by social security, on the basis of service 
after 1936 alone, during which time the rail worker paid almost 4%4 times more 
taxes, than those covered by social security. 

Since November 1, 1951, the railroad retirement annuity is reduced by the 
amount of the social security annuity. Under a United States Supreme Court 
ruling, this would be held unconstitutional. Because the rail worker paid into 
both systems, he should receive both benefits in full. The forum therefore, 
proposes to Congress that section 7 of public law 234 (enacted November 1, 
1951) amending subsection (b) of section 3 of the Railroad Retirement Act of 
1937, as amended, by striking out paragraph (4) in full—shall be null and void 
The forum further proposes to Congress that this part of the original law 
shall be restored as it was prior to November 1, 1951. 


FIVE HUNDRED YEARS OF EARNINGS, BASIS FOR FIGURING ALL ANNUITIES 


Because social security also provides so-called credit for prior service, per 
formed before 1937 by giving the present high social security benefits to people 
who have not contributed, prior to 1937, there is no further need to consider the 
1924-31 basis now used to credit rail service performed prior to 1937, which 
should be eliminated. Our five highest years of earnings since 1937, should be the 
basis for figuring all annuities. Such enactment would also remove the present 
restriction against dual benefits, which prohibits a rail worker from receiving 
full credit for his prior service under the Railroad Retirement Act. If, at the 
sume time, he is entitled to a benefit under the Social Security Act. 

In addition to the above article, I ask this committee to carefully note and 
seriously consider the unfairness of the following: 

If a rail worker retires and obtains social security benefits as a result of 
working under a covered industry, his social-security benefits are deducted from 
his railroad retireinent benefits. But if that individual instead of going to work 
in an industry covered by social security, goes to work for his Government, by 
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which he is entitled to the pension for Government work, there is no reduction 
(of the railroad retirement benefit). 

If it was right not to reduce the rail retirement benefit in one case, it was 
wrong to reduce it in another case. 

In brief, it is possible for an employee of the Railroad Retirement Board (a 
Government agency) to retire at age 55 under civil service. He may then work 
10 years (under present law) for a railroad and again retire at age 65. He 
may then work in employment covered by social security, for 144 years and again 
retire at age 6644. With credit for military service he may receive four pensions 
in full without reduction. 

Is the rail worker, a guinea pig? Should the rail worker be the only worker 
penalized under the present dual-restriction provision, when no other worker is 
so penalized? Ifthe rail worker isn’t a guinea pig, what is he? You distinguished 
Members of Congress are duty bound to immediately restore the same equal rights 
to the Nation’s rail workers, now enjoyed by every other worker in American in- 
dustry—the right to collect full social security benefits, in addition to full railroad 
retirement benefits when the rail worker has paid the full legal taxes into both 
systems, 

Gentlemen, I thank you for the privilege of appearing before this committee. 


FURTHER STATEMENT OF WALT SANDS, RESEARCH DIRECTOR, THE NATIONAL 
RAILROAD PENSION T’oruM, INc., CHICAGO, ILL. 


Hon. Charles A. Wolverton, chairman: Mr. Chairman and gentlemen of the 
committee, because Mr. Thomas G. Stack, president of the National Railroad 
Pension Forum, Inc., was the only person permitted to testify during the current 
House hearings, for our organization, I submit this further statement for the 
record—supplemental to my first statement, given to you by Mr. Stack when he 
personally testified. 

Briefly, my first statement charged the present dual-benefit restriction as 
Unconstitutional, because no other group in American industry is so penalized, 
and further, because the rail employee has paid the full legal taxes into both the 
social security and railroad-retirement systems, in return for which he should 
receive full benefits from both systems. Prior to November 1, 1951, a rail 
employee was permitted to collect both benefits in full. Since November 1, 1951, 
railroad retirement benefits which are based in part on untaxed service performed 
before 1937, are reduced by either the amount of social-security benefits or the 
amount of the benefit that is based on untaxed service. This reduction since 
November 1, 1951, is a violation of article I of the Constitution of the United 
States of America, by the illegal enactment of an ex post facto (retroactive) 
amendment to the Railroad Retirement Act, a breach of contract. 

During the current hearings, much concern has been given to the possibility 
of restoring the dual-benefit provision, as it was prior to November 1, 1951, if the 
necessary funds to accomplish such enactment without jeopardizing the financial 
soundness of the railroad-retirement fund, are available. 

I shall now attempt to prove to this committee that the necessary funds are 
available. I further challenge the actuaries of the Railroad Retirement Board 
to disagree with the following financial solution to once and for all times end the 
confusion now existent among rail employees, and ask those actuaries to prove 
where I am wrong. 


MILLIONS OF DOLLARS ARE NOW AVAILABLE WITHOUT INCREASING TAXES 


In rebuttal to Mr. Walter Matscheck, Research Director of the Railroad Retire- 
ment Board, who said during the current hearings that it would take about $385 
million over the next 50 years to pay the cost of removing the present provision 
restricting dual benefits, I ask Mr. Matscheck to first consider that even with his 
own figures this would amount to only $7.7 million per year spread or prorated 
over his 50-year period. 

I also ask Mr. Matscheck to consider the possibility (which would reduce em- 
ployees of his Railroad Retirement Board) of a coordinated social-security 
railroad-retirement system, and how many millions of dollars during the next 
50 years could be passed on to the Nation’s rail employees, in increased retirement 
and survivor benefits for our present tax rate of 6% percent? I have sense 
enough to know that the rate would never be reduced below 644 percent up to 
3500 per month on our earnings. 
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The Railroad Retirement Board's fifth actuarial valuation of the assets and 
liabilities under the Railroad Retirement Acts as of December 31, 1950, states 
“the present rate of contribution to the rail retirement system, 12.5 percent of 
taxable payroll, falls about 0.09 percent short of giving the fund the income 
needed to finance the system indefinitely.” 

To break the quote, this committee has undoubtedly heard endless testimony 
by the Board that nothing should be done now to jeopardise the solvency of the 
fund, later * * * that the tax rate is too low, and should be increased. 

“The report shows that the level cost of the railroad-retirement system as it 
now exists is 13.41 percent of taxable payroll; that is, a tax rate of 13.41 percent 
would be required to finance the system indefinitely. This rate is approximately 
0.09 percent above the present tax rate. In arriving at the level cost, allowance 
was made for funds on hand and interest at 3 percent. * * * Without the 10 
year eligibility requirement and the reimbursement provision, both enacted by 
the 1951 amendments to the Railroad Retirement Act, the tax rate required 
to finance the railroad-retirement system including the 1951 benefit amendments 
would have been 15.79 percent instead of 13.41 percent * * * the report shows 
an estimated S700 million due to the old-age and survivors insurance trust 
fund as a settlement for the years 1987-50. As against that, the reimbursement 
to the railroad-retirement account with respect to retired or deceased employees 
as of December 31, 1950, has an estimated present value of $1,847,000,000.” 

The Actuarial Advisory Committee said that the value, as of December 31, 
1950, of liabilities (as increased by the 1951 amendments and by the 1952 
amendments to the Social Security Act) for employees and annuitants was 
given as $17,001,500,000. 

“To cover these liabilities,” it added, “there were available, on a cash basis, 
funds of $2,369,000,000, leaving a balance of $14,632,500,000 to be covered by 
future contributions.” 

To again break the quote, let’s assume that the actuaries of the Board are 
correct when they state that the tax rate is too low, and is 0.09 percent short 
of giving the income needed to finance the system indefinitely. 


PRESENT SYSTEM OF FINANCING MUST BE CHANGED 


Now—this Congress and every Congress since 1937 has heard the ery, the 
RRB cry, that under the “present system of financing, nothing should be done 
to jeopardize the solvency of the railroad retirement fund. Every attempt 
by our forum to get the law changed has been showered by these teardrops 
of RRB origin (a Government agency which has been in a position to influence 
Congress, much too long and should be disregarded) and in spite of the tear 
drops, the law was changed twice since 1947, the year our forum was established 


COORDINATED SOCIAL-SECURITY RAILROAD-RETIREMENT SYSTEM IS THE ANSWER 


One reason that social-security benefits will always be relatively cheaper 
than railroad-retirement benefits is because of the expanding coverage of social 
security, which affects the actuarial level cost. In brief, under social security, 
more people receive higher benefits at less cost, whereas under railroad retire 
ment fewer people receive less benefits at higher cost. 

In brief, if millions of the Nation’s rail workers were extended social-security 
coverage (in addition to railroad retirement coverage) higher social-security 
benefits would be possible, than now paid by social security, because more people 
would be paying into the social-security fund, Also, this would reduce future 
liabilities pertinent to the railroad-retirement fund. 

For example, each rail worker would contribute 14% percent tax rate up to 
$300 per month earnings, into the social-security fund. The present maximum 
retirement annuity paid by social security is $85. A spouse age 65 receives one- 
half of this amount, or $42.50. A total of $127.50 per month. 

The difference between 1% percent and 61%4 percent, would amount to 434 per- 
cent tax rate up to $300 per month earings, paid into the railroad-retirement 
fund. In other words, the rail employee would pay a total tax rate of 614 per- 
cent into both funds. He now pays 6% percent exclusively into the railroad- 
retirement fund. 

Before 1947, on the basis of a 3°%4 percent tax rate, the RRB considered our 
railroad-retirement system actuarily sound in perpetuity. In 1946 (before our 
railroad retirement tax rate went to 5% percent to include the Crosser survivor 
benefits) our tax rate was 34% percent. In 1947, it was to be increased to 3% 
percent and stop. 











66 RAILROAD 


RETIREMENT 


ACT 


In brief, before the Crosser survivor amendments were enacted, our railroad 


retireinent maximum annuity was $120 


tax rate of 3%4 percent stopped, never to go higher 


per 


month, 


which we received for a 


in perpetuity. 


’ 


Assuming in 1947, if the law had never been changed, and the Crosser amend- 
ments had never been included and rail workers contributed to both systems, the 


following would have been possible: 
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RETIREMENT SYSTEM PLUS Socrat Securiry CovVERAGE—PROVIDES 
H!Guer RAIL BENEFITS AT Less Cost THAN WE Now Pay 


RAILROAD 


‘The Forum proposes to Congress, that the railroad retirement system, shall 
be fully retained plus social security Ccoverage—whereby social security would 
provide all benefits under that system to the rail workers—in addition to all 
benefits under the Railroad Retirement Act. 

Under both systems, the rail worker would receive much higher benefits than 
we now receive, at less cost that we now pay. The total cost would reduce ou 
present tax rate of 64 percent to 44% percent, or 2 percent less than we now pay 
(Government experts and Forum officials have testified before Congress that this 





is possible. ) 

In 1951, taxes collected at the rate of 644 percent from the rail workers’ retire 
ment taxable earnings ($4,701,000,000) amounted to $294 million. The proposed 
tux rate of 444 percent on those earnings, would amount to $200 million, or a 
saving to the rail worker of $94 million less taxes than we now pay. (‘This may 
be verified on page 146, August 1952 RRB Monthly Review.) 

rhe saving, on spouse benefits which would be paid from the social-security 
system (assuming that rail workers paid 1% percent tax into the social-security 
system and 2% percent tax into our railroad retirement system, or a net total 
tux of 4144 percent—which is 2 percent less than the 644 percent we now pay 
would save the railroad retirement fund, on this single item—over $52 million 
per vear 

(This may be verified in the June 1952 Monthly Review, published by the Rail- 
road Retirement Board, on p. 119, which shows: Spouses’ annuities totaled 
$4,394,611 during March 1952, and $4,280,840 during April If 

Another $58.2 million saving to the railroad retirement fund could be accom- 
plished likewise—on total survivor benefits, which would be paid by the social- 
security system (if rail workers were covered by social security) during the 





present tscal year. 

(This may be verified in the June 1952 Monthly Review, published by the Rail 
road Retirement Board, on p. 101, which shows: Total survivor benefits paid 
during Apri 52 amounted to 87,262,000 In the July 1952 Monthly Review, 
on p. 121, total survivor benefits pa during May 1952 amounted to $7,441,000. ) 

Another $144 million saving to the railroad retirement fund could be accom- 
plished by reducing administrative cost. 

(This may be verified in the August 1952 Monthly Review, published by the 
Railread Retirement Board, on p. 146, which reads “the Board spent $11,744,000 
n administering the benefit programs, about $1,500,000 more than in the preced- 


1 t 









ing year. The his cost of running the programs was due in large measure to 
the increase in the Board's workload under the 1951 amendments to the Railroad 
7 ; 


brief, a saving of $144 million was lost because the Rail- 
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road Retirement Board was busy figuring out social security formulas, which 
would be figured out by the Social Security Board, if rail workers were com- 
pletely covered by social security.) 

Another $16 million saving to the Railroad Retirement Board could be accom- 
plished by eliminating the guaranty that railroad retirement benefits shall be no 
less than the amount paid by social security. (This may be verified on p. 4, see. 
VII, par. B of joint study questionnaire sent to all concerned.) The guaranty 
should be automatic, with no cost involved at any time. 

A net saving thus ontlined amounts to $251.7 million—that could, and should, 
be passed on to the Nation's rail workers if covered by both the railroad retire- 
and social security systems. 

I now ask you distinguished Members of Congress to carefully note and seri- 
ously consider the possibility of extending social-security coverage to the Nation's 
| workers in addition to retaining our railroad retirement system whereby the 
rail worker would receive more benefits than we now receive 

It is my sincere opinion that over $251.7 million (over one-fourth billion dol- 
lars) is available each year, as outlined in this brief, which would not only pay 
the cost of restoring the dual-benefit provision as it was prior to November 1, 
1951, but would aiso provide enough money to pay the cost of lowering the age 
to 60 after 30 years of service, or after 35 years of service regardless of age. 
I thank you 











Watt Sanps, Research Director. 


P.8 It is difficult to try to explain this by mail. If any further details are 
needed to clarify same, will be glad to send you another further statement. Thank 
you. 
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Mr. Strack. Thank you. 

Mr. Priest. Mr. Chairman. 

The CHatrMan, Mr. Priest. 

Mr. Priest. I have one question before Mr. Stack leaves. 

Mr. Stack, you made reference to this question of overpayment, 
which is a matter that has troubled me a great deal. That is the situa- 
tion in which a retired railroad employee becomes entitled to social- 
security benefits. He may not have applied for it. There may be 
several months elapse be fore finally the Railroad Retirement Board 
gets the information that he is entitled to it and then, under the prac- 
tice at that time, he had been overpaid a certain sum and his rail- 
road retirement check was entirely cut off until the overpayment was 
made up. 

Now, that was the situation that caused a great deal of hardship. I 
had a case of a person very close to me personally, where that was the 
only source of income he had, and it was cut off until the overpayments 
were made up. 

Now, as the result of those experiences I took the matter up—frankly 
I had a visit from a member of the Board who came to my office to 
discuss it with me, and he told me at the time that the Board was 
working out a plan whereby these overpayments could be made in 
smal] amounts rather than cutting the check off entirely. 

My question is, have you had experiences or have you had occasion 
to know of experiences of anuitants who might be in that category and 
whether or not this new plan seems to be working. 

Mr. Srack. Yes. 

Mr. Priest. Where repayments are made in small amounts. 

Mr. Strack. Yes. We have a man in our office now in that class. 
They are taking a certain amount out each month. 

Mr. Priest. Not cutting the check off entirely. 

Mr. Srack. As they did heretofore. 

Mr. Priest. That practice of cutting the check off entirely caused 
a great deal of human misery in places, I know, and I was extremely 
anxious to know if the situation had been improved. The Board was 
cooperative to that extent, certainly, in trying to work out a plan 
whereby a check would not be entirely cut off until the overpayments 
were made up. 

Mr. Strack. They are running it over a period of 10 years, usually. 

Mr. Priest. That is much better than cutting the check out entirely 
for 6 months or longer, when in many instances that was the only 
source of income a man had at that time. 

Mr. Srack. That is right. 

Mr. Priest. That is all, Mr. Chairman. 

Mr. Doututver. Mr. Chairman. 

The Cuarrman. Mr. Dolliver. 

Mr. Douutver. Were you here yesterday, Mr. Stack, and did you 
hear the statement of the Railroad Retirement Board? 

Mr. Stack. Yes, sir, Mr. Dolliver. 

Mr. Dotutver. T assume you heard the testimony to the effect that 
that to repeal this dual payments provision would cost the reserve 
fund over the next 50 years $385 million. That appears on page 11 
of the statement. 

Mr. Strack. That is right. 
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Mr. Douiiver. Do you have any comments to make about that? In 
the first place, do you agree with those statistical results ? 

Mr. Stack. Well, I did not know that it was going to cost just that 
much until yesterday; that specific provision. I understood that the 
10-year men and the integration with the social secur ity was supposed 
to save the fund about a billion dollars, but I did not know that it had 
been brought down and that this restriction there would be $385 mil 
lion. I had no way of checking those figures. 

Mr. Douuiver. Of course, that is quite a substantial amount of 
money, even spread over 50 years, when it is charged against the re 
serve fund of the Railroad Retirement Board, and would that not 
result in depleting the reserves of the Board to that extent, which 
was set aside for the benefit of the general run of railroad employees. 

Mr. Strack. Well, Mr. Dolliver, I do not think so. Our Retirement 
Act has been in operation now since 1937, which is a little over 16 
years. The benefits paid out over that period of time have only 
amounted to a little over $3 billion, and its reserve today in the fund 
is also over $3 billion. 

Mr. Dotiiver. You have not answered my question. Would not 
this 8385 million, which it will cost the fund, upon the repeal of this 
dual-benefit payments, will that not be a charge against the reserve 
which in turn is the property of all of the beneficiaries of the railroad 
retirement system ¢ 

Mr. Strack. Yes. 

Mr. Douutver. That is what I am trying to get at. 

Mr. STACK. Yes: it would be. It would be agalnst the railroad 
retirement reserve. 

Mr. Douuiver. Now, I notice in your statement you have something 
to say about a pay-as-you-go plan. Now, that, of course, is not an 
issue in this legislation today. 

Mr. Srack. That is right. 

Mr. Dotxiver. From what you have said in your main statement, 
that would mean an end of all reserves in the fund, would it not? 

Mr. Srack. That is right. 

Mr. Dotiiver. You would prefe ra plan whereby you would pay out 
whatever you take in each year; is that what you have in mind? 

Mr. Srack. That is what I have in mind; ‘only a small reserve for 
operating expenses. 

Mr. Doruiver. I see. 

Mr. Strack. And for discharging the functions and obligations. 

Mr. Dotiiver. From that statement, I take it that you are in funda- 
mental disagreement with this whole reserve scheme of the Railroad 
Rerirer-ent Board. 

Mr. Stack. That is right. You have got a fifth actuarial survey 
now, and it is based on 1950. It held up the hearing; it held up every- 
think down here in Congress, because it was not out the first of the 
year when it was supposed to be, and it takes 6 months or so to get one 
of those actuarial surveys, and after they get them out it takes a Phila- 
delphia lawyer to read it. 

Mr. Douiiver. Mr. Stack, I do not wish to misinterpret what you 
have said here, but may I paraphrase it by saying you are whole- 
heartedly in favor of doing away with the dual-benefit restriction that 
is presently in the law? 

Mr. Strack. Absolutely. 
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Mr. Dotiiver. And you are wholeheartedly in support of the legis- 
lation presently pending before the committee ? 

Mr. Strack. That is right. 

Mr. Dotuiver. Thank you, Mr. Chairman. 

The Cuarrmin. Are there any further questions? 

Mr. Hesevtron. Mr. Chairman. 

The Cuarrman. Mr. Heselton. 

Mr. Heseitron. Mr. Stack, as you probably recall, the estimates of 
the board are that the elimination of the dual-benefit provision would 
increase the present excess of cost over income from approximately 
0.9 percent of ps ayroll to approximately 1.05 percent. 

Now, you are aware, as I am sure we all are, of the fact that the 
President’s message to Congress suggested that instead of increasing 
the social-security tax rate from 3 to 4 percent, it be frozen for the 
time being at 3 percent. 

Having that in mind, and having the fact that the adjustment 
between the Railroad Retirement Board and the Social Security 
Board provides that the Railroad Retirement Board pay the prevail- 
ing social-security tax rate to the social-security fund, if the tax rate 
is frozen at 3 percent, have you any opinion as to whether the esti- 
mated increase would be taken care of, so far as any actual repeal 
of this particular section is concerned, and no shortage would result. 

Mr. Srack. I do not think that there would be any shortage in 
there. I feel that way about it. 

Mr. Hesertron. That is all, Mr. Chairman. 

The Cuarmman. Any further questions, gentlemen ? 

Mr. Scuenck. Mr. Chairman. 

The Cuarrman. Mr. Schenck. 

Mr. Scnenck. I would just like to ask Mr. Stack one question. 
Although I understand that this pay-as-you-go item is not in this 
particular legislation—— 

Mr. Strack. Well, I figure that they are figuring on even putting 
it into the social security, or putting the social security on that basis. 

Mr. Scuencx. In the event we adopt a pay-as-you-go basis, then 
what happens when employment is lower and income is correspond- 
ingly less? Does that also reduce all pensions or pension systems? 

Mr. Srick. No, it would not reduce the pension system at all. It 
might raise the rate on the pension. 

You see, these men are paying 6Y, ; percent now, and that is matched 
by a similar amount from the « arriers, or 1214 percent they are paying 
as taxes into this fund and they certainly do not want to pay any 
additional taxes, while $3 billion is laying there idle. Of course it 
is not laying idle. The Government is using it. But there are bonds 
ps re, in theory, in lieu of the $3 billion; but if they put a pay-as-you- 

o plan into effect, there woul d be a closer relation between income 
ie expenditures and, of course, you would know what your expenses 
were going to be each month and they might make a tax reduction or 
a reduction in the tax rate on occasions. 

Mr. Scuenck. Well, in case of less employment, you would have 
to increase the tax rate. 

Mr. Srack. Have to increase it. 

Mr. Scuenck. You would have to increase the tax rate at a time 
when you were less able to do it. 

Mr. Strack. That is right. 
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Mr. Scuenck. That is all, Mr. Chairman. 

Mr. Beamer. Mr. Chairman. 

The CyHatrman. Mr. Beamer. 

Mr. Beamer. Mr. Stack, I just have one brief question. 

When was it that the railroad-retirement law went into effect ? 

Mr. Srack. Well, the first act when in in 1930, then there was a 
1935 act. Both acts were held unconstitutional, and the present act 
we are operating under went into effect January 1, 1937. 

Mr. Beamer. 1957 ? 

Mr. Strack. Yes, sir. 

Mr. Beamer. Since 1937 then there has been a certain number of 
people who have retired; is that correct ¢ 

Mr. Srack. That is right. 

Mr. Beamer. And I am wondering if those who have retired, what 
percentage of those may have worked—do you have any statistics indi- 
cating what percentage of those worked for 2, or 5 years, as the case 
might be? Has that been brought out in the testimony ¢ 

Mr. Strack. No; it has ee 

Mr. Beamer. You refer here to 35,000 under dual benefits. 

Mr. Sracx. Mr. Matscheck yesterday in his report—I think you 
have it there on file—said that some 33.800 had retired that are work- 
ing under the social security: that is, retired from the railroads, and 
there were some 1,200 more that had not established the six quarters 
of coverage yet. So, until that time they would not deduct that social 
security. 

Mr. Beamer. Even though 33,000—— 

Mr. Strack. 33,800. 

Mr. Beamer. Whatever the number is. I am wondering how many 
of those have worked for any great length of time as railroad em- 
ployees under the railroad retirement pension fund arrangement. 

What I am trying to ask, Mr. Stack, is whether or not it is true that 
those people who retired from 1 to 2 or 5 years after the act became 
effective had contributed very little to the fund. 

Mr. Srack. That is right. 

Mr. Bramer. But still they are receiving benefits. Is that not 
correct ¢ 

Mr. Srack. No: the railroad men who have less than 10 years have 
been moved over to the social security. They do not get any payment 
from the Railroad Retirement Act at all. They have been moved over 
on social security. 

Mr. Beamer. I am not talking about those men, Mr. Stack. The 
men who have retired since 1937 

Mr. Strack. The men who have retired since 1937 ? 

Mr. Beamer. That is right. 

Mr. Strack. A lot of those men are still working, and getting social- 
security benefits. 

Mr. Beamer. You would not know what percentage of those worked 
for the railroads and made contributions for just a few years before 
they retired ? 

Mr. Srack. Well, no; I do not know just exactly what the figure 
might be. 

Mr. Beamer. It might be of interest, because they have not con- 
tributed a very large sum of money to the fund, still they are getting 
benefits. 
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Mr. Stack. You mean social-security benefits. 

Mr. Beamer. No; I am talking about benefits from the railroad 
retirement system; just forgetting the social security. 

Mr. Srack. Well, the men there under the act, Public Law 234, the 
men with less than 10 years were moved entirely under social security. 
The men with 10 years, they got railroad pensions. 

Mr. Beamer. Before the 1950 act! 

Mr. Srack. Before the 1950 act. 

Mr. Beamer. That is, right up until that time. 

Mr. Strack. Well, the percentage is so awfully small there that it 
does not amount to natal Sometimes they even liquidate it with a 
lump sum, giving them whatever they had paid in in taxes. 

Mr. Beamer. I think that answers it sufficiently. 

The Cuarrman. Are there any further questions / 

Mr. O’Hara. Mr. Chairman. 

The Cuarrman. Mr. O'Hara. 

Mr. O’Hara. Mr. Stack, I am trying to refresh my memory as to 
what we did about the work-limitation clause in the 1951 act. Was 
that removed entirely ? 

Mr. Srack. That was removed entirely. 

Mr. O'Hara. That was removed entirely. 

Mr. Srack. Yes. We fought the work clause and it came in at the 
back door in the form of this restriction which practically obtains the 
same objective. 

Mr. O'Hara. What has been your exper lence as you have observed 
the railroad workers, with the removal of that work clause? Has that 
had considerable individual benefits, generally speaking ¢ 

Mr. Srack. lew if you had the work clause in they could not work 
at all. They would get their pension cut off just as soon as they get a 
job. Now, at least, they can go for a year aa a half or six quarters, 
which is approximately a year and a half; they can go out and work 
without having their pensions tampered with, but after that time they 
take the social security from their railroad retirement. 

Mr. O'Hara. That is all. 

The Cuamman. Mr. Pelly. 

Mr. Petty. Mr. Stack, what is the relative benefits of the Railroad 
Retirement Act as against social security? In other words, if you 
retire under your retirement plan, do you get more than you would if 
you were under social security ? 

Mr. Srackx. No; you are guaranteed, in the 1951 act, that you will 
not get less than you get under social security. 

Now, the railroad people are getting less in some cases. 

Now, for example, take the spouse benefits. Under social security 
they pay $42.50—half of $85 to the spouse. The maximum that we 
get for our spouses under the railroad retirement is $40, although we 
pay 4 times more taxes than they do under the social security. 

Mr. Petxy. You are paid in some cases less benefits although you 
have a tax rate of 614 percent ? 

Mr. Srack. That is right. 

Mr. Petry. As against 3 percent that is paid by those under social 
security for greater benefits. 

Mr. Srack. Yes. 
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Mr. Peuiy. Now, my question to you is why should not considera- 
tion be given to transfering the whole thing to social security, which I 
understand has been considered. 

Mr. Srack. Our Railroad Retirement Act was one of the first 
pension systems and there are 14,000 pension systems now in the 
country, as most of you know. We were the sec ond highest rated pen 
sion system in the country, but as far as benefits are concerned, we have 
gone to 43 percent on benefits. 

But then we have an act there, the Railroad Retirement Act, that is 
framed to meet the hazards of the industry. We have got approxi 
mately 3,000 persaons or people on disability pensions, which the social 
security does not have at all. 

Mr. Petty. Well, that answers the question, then. 

Mr. Srack. And we have a lot of different benefits in the railroad 
retirement system that we do not have in the social security, and there 
fore, we could never scrap our railroad retirement act in favor of social 
security: but we would like to avail ourselves of that financial reser- 
voir of the social security and use it as a basis and supplement to the 
railroad retirement pensions, where we get more benefits, without 
jeopardizing the solvency of the fund. 

The Cramman. Are there any further questions, gentlemen ¢ 

At this point I would like to announce for the benefit of interested 
parties that Mr. Stack informs me that he regrets there was any mis- 
understanding as to the purport of the words that he used, and he con- 
sented to eliminate the objectionable words so that the statement 
reads, “when the amendments deprive the employees.” 

Mr. Byrnes, we will hear you. I understand that you have asked 
for 2 minutes. 


STATEMENT OF ROBERT B. BYRNES, REGIONAL VICE PRESIDENT, 
NATIONAL RAILROAD PENSION FORUM, INC., BALTIMORE, MD. 


Mr. Byrnes. Mr. Chairman, I will take a little longer than that. I 
have about a page and a half here that I composed last night. 

The Crairman. That is fine. We have time to listen to a page 
and a half. 

Mr. Byrnes. My name is Robert B. Byrnes, and I live at 3 West 
Franklin Street, Baltimore, Md. As a veteran employee of the Bal- 
timore & Ohio Railroad, with headquarters in the city of Baltimore, I 
am very much interested in this effort of your committee to learn 
whether or not a grave injustice is being meted out to retired railroad 
workers through ‘the dual benefit restriction as it appears in the last 
paragraph of section 3 (b) of the Railroad Retirement Act of 1937. 

The testimony presented by several Members of Congress and by 
Mr. Thomas G. Stack, president of the National Railroad Pension 
Forum, have familiarized members of this committee with the diffi 
culties encountered by a fine class of citizens, who served the Nation 
well in the transportation industry, when no longer able to carry 
on in that hazardous field find themselves deprived of an annuity 
sufficient to live on, because of restrictions placed on their income by 
their own Government. 

One class of railroad worker has been even more imposed upon than 
the examples offered in previous testimony. I speak for the joint 
Railroad-Western Union Telegraph Co. employee. 
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During their working years these employees received one-half of 
their wages from the railroad company and one-half from the tele- 
graph company. From the railroad paycheck there was deducted the 
railroad-retirement tax and from the telegraph company paycheck 
the social-security tax. When these employees retired they received 
a railroad-retirement annuity based upon the taxes paid on their 
earnings and a social-security annuity based upon the taxes paid 
into that system. 

Since the two half salaries were, in most cases, rather low, the 
pensions received were correspondingly low. After October 31, 1951, 
these joint employees found that their small railroad-retirement pen- 
sion checks were reduced by the amount of their social-security pen- 
sions and they were denied the 15-percent increase that was awarded 
most railroad annuitants. Naturally, these men feel that they have 
been sold out by the Government of the United States, which had 
taken heavy retirement taxes from their small wages during their 
working years on the promise of an adequate pension, and then, when 
they did retire, through a tricky amendment to the railroad-retire- 
ment law, deprived them of the pensions they had so dearly paid for. 

Testimony here today has revealed that some 35,000 annuitants are 
affected by the dual benefit restriction in the Railroad Retirement 
Act. But it must be remembered that the 114 million men and women 
who work on the railroads are fully aware of the glaring injustice in 
the law that they may have to face when the day of retirement comes 
for them. 

Thousands of railroad workers have beseeched Tom Stack, myself, 
and other officers of the National Railroad Pension Forum to bring 
to the attention of you Members of Congress the inequity for them that 
is contained in the dual-benefit restrictions for the purpose of having 
that portion of the law repealed. 

The question has been asked: “Why was this unfair provision 
included in the act ?” 

The answer to that question is, I think, the influence exerted upon 
the Railroad Retirement Board by the heads of the railroad brother- 
hoods in an effort to protect the labor market. The labor leaders are 
opposed to the acceptance of undesirable jobs by superannuated rail- 
roaders. They seem to feel that if the oldtimers, in need of a little 
extra cash, were discouraged from taking these jobs that the employers 
would have to offer them at a much higher wage. 

I can state positively, from personal experience and many conversa- 
tions with railroaders, of both sexes, that every one of them feels that 
after paying his railroad-retirement taxes for a lifetime he or she is 
entitled to the full railroad-retirement annuity provided in the law 
with no deduction for social security or any other pension system. 

I am grateful, Mr. Chairman, and members of the committee for 
this opportunity to say a few words. 

The Cuatrman. Thank you. Are there any questions, gentlemen ? 

Mr. Harris. Just one question, Mr. Chairman. 

The Cuatrman. Mr. Harris. 

Mr. Harris. Mr. Byrnes, I think, in order that the record might 
reflect the actual facts; you mentioned that the reason for this pro- 
vision being included in the amendments of 1951, as I recall, was to 
provide a savings to the fund in order to make the fund more actuarily 
sound. Is that not true? 
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Mr. Byrnes. That was the reason given. 

Mr. Harris. Yes. 

Now, in order to clarify one other point, you mentioned the posi- 
tion of the railroad brotherhoods. 

Mr. Byrnes. That is right. 

Mr. Harris. As I recall, the nonoperating brotherhoods were favor- 
able to this provision but the operating brotherhoods were a 
the dual-benefit restriction ; is that not true / 


oalnst 

Mr. Byrnes. I believe you are right. I am pretty sure you are 
right. 

The Ciairman. Are there any further questions, gentlemen ? 

Mr. Youncer. Mr. Chairman. 

The Cuamman. Mr. Younger. 

Mr. Younger. You are the research man for your organization ? 

Mr. Byrnes. No, sir: Lam an engineer signalman, on the Baltimore 
& Ohio Railroad, at Baltimore, and my contact is with the rank and 
file of the railroad men. My position with the organization is regional 
vice president of this area, here to New York, and the eastern part 
ot the country. 

Mr. Youncer. I thought that you were the research man. 

Mr. Byrnes. Our research man is Sands, whose testimony is going 
to be filed. 

The Cnarman. Are there any further questions, gentleman? If 
not, we thank you, Mr. Byrnes. 

(The following was submitted by Mr. Byrnes:) 
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Worker who has worked concurrently for 
railroads, paying railroad retirement tax 
and for other industry or utility, paying 
Social Security Tax, commonly called Joint 
Enployee 
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A ~- Pays Railroad Retirement Tax for 20 Years 
B - Pays Social Security fax for 20 Years 


Total 20 years 


This employee is paid by two employeds 
(concurrently). He is taxed for the 
railroad retirement plan by one employer 
and for the Social Gecurity Plan by the 
ether employer, each without regard to the 
other, which results in this enployee 
being penalized by a double tax and then 
enly receiving one benefit. 


Note: The use of 20 years is merely 
illustrative. 4 Joint Employee 
would be required to pay the 
double tax through all the yeas 
of hitzservice after 1937. 


Robert B. Byrnes,Pegional Vice President R.B.Byrnes 
Natiinal Railroad Pension Forum, Inc. I 
June $, 1955 ' 
The Cuarmman. The next witness will be Mr. Carter Fort, repre- 
senting the Association of American Railroads. 


STATEMENT OF J. CARTER FORT, VICE PRESIDENT AND GENERAL 
COUNSEL, ASSOCIATION OF AMERICAN RAILROADS, WASHING- 


Mr. Forr. Mr. Chairman and gentlemen of the committee. 
The Cuatrrman. How much time do you think you will occupy, Mr. 
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Mr. Forr. About 15 minutes, Mr. Chairman. 

My name is J. Carter Fort and I appear here for the Association 
of American Railroads, of which I am vice president and general coun- 
sel. It is always a privilege to appear before your committee. We do 
not think that the so-called dual benefit provision of the Railroad 
Retirement Act should be repealed and it follows that we do not think 
that any of the bills which are the subject of this hearing should 
ceive your favorable consideration. 

We take this position because the repeal of the dual benefit provision 
would add substantially to the cost of the railroad-retirement system 
and there is no money in that system to absorb any additional cost 
and also because it appears that the elimination of the dual benefit 
provision would create widespread and substantial inequities. 

At the outset it is well to bear in mind the legislative history of the 
dual benefit provision, a history which is significant in connection with 
the present proposal to repeal that provision. The dual benefit pro 
vision was added to the Retirement Act as a part of the 1951 amend 
ments. It was sponsored and supported not by the railroads but by the 
representatives of a large majority of railroad employees. It was 
supported by them as a means of saving money for the railroad- 
retirement system in order to make funds available to help pay the 
cost of the general benefit increases provided by the amendments, in- 
cluding an increase of 15 percent in old-age annuities, an increase of 
some 33% percent in survivors’ benefits, and the addition of a new 
spouse annuity. 

This is set t forth very clearly in a report entitled “The Dual Benefit 
[or sec. 7 deduction] Provision of the Railroad Retirement Act of 
1951—Pro and Con,” which was made to the Senate Finance Commit 
tee by the Legislative Reference Service of the Library of Congress 
and published i in the Congressional Record of May 5, 1953, beginning 
at page 4650. I quote from that report briefly because I think it is 
so apt. 

A major reason given for the adoption of section 7 [the dual benefit provision | 
is that it would help meet the costs of liberalizing other aspects of the railroad 
retirement system included in the 1951 amendments, without increasing the pay 
roll tax. For example, without a tax increase employees’ benefits were increased 
by 15 percent, survivor benefits by one-third, and a spouse’s benefit was added 
The importance of the cost factor as the major argument for the dual benefits 
provision in section 7 was cited by representatives of the Railroad Retirement 
Beard as follows: 

“The provision was frankly advanced by the sponsors of the legislation as a 
source of additional revenue to the account. The justification given for it is that 
railroad henefits directly and social security benefits (by means of heavily 
‘weighted’ formula) directly, both allow credit for service before 1937 on which 
no taxes were paid. It was believed that the railroad system should pay all 
retirement benefits attributable to service that has been taxed; on the other hand, 
it was held that it should avoid duplicate ‘unearned’ benefits by withholding annu 
ities based on untaxed service up to the amount of any social security benefits 
that may be payable.” ' 

Thus it appears that the very amendments, those in 1951, which 
added the dual-benefit provision to the Railroad Retirement Act and 
contemplated thereby substantial savings to the system, also made 


‘Walter Matscheck and Jack M. Elkin, Recent Changes in the Railroad Retirement and 
Survivor Benefit Program, im American Economic Security (January-February 1952) 
p. 3 Mr. Matscheck is director of research and Mr. E‘kin is chief statistician for the 
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provision for the expenditure of those savings by liberalizing the 
general benefits. Accordingly, the savings received from the dual 
benefit provision have already been spent by providing increases in 
general benefits. To repeal the dual-benefit provision under these 
circumstances would amount to spending the same money twice. 

According to estimates of the Railroad Retirement Board, the re- 
peal would add $7,500,000 per year in perpetuity to the cost of the 

\ilroad-retirement system, or 0.15 percent of the taxable payroll. 
This cost is e xpressed i n another way in the report to the Senate Fi- 
nance Committee by the Legislative Reference Service of the Library 
of Congress, to which I have referred. The following is quoted from 
that report: 

According to estimates furnished by the Board, the savings resulting to the 
railroad system [from the dual benefit provision] would accumulate to some- 
what more than $1 billion by the year 2000, as follows: $11 million a year for 
the first 10 years, $15 million a year for the next 10 years; $9 million a year for 
the third decade, $8 million for the next, and in steadily decreasing amounts 
representing a dollar saving in benefits of about $385 million, which, taking 
the 3 percent interest rate into account for the whole period, would yield the 
accumulated amount of $1 billion by the year 2000.2 

This added cost would be supe rimposed on a system which is al- 

eady operating at a deficit. The fifth actuarial valuation of the assets 
“aa liabilities under the Railroad Retirement Act, made by the Rail- 
road Retirement Board in accordance with the provisions of the act, 
with the assistance of an actuarial board, which was published in 
Apri il of this year, shows that the level cost of the system, inc luding 

the dual-benefit provision, is 13.41 percent of the taxable payroll, or 
0.9 percent greater than the tax income which is 12.5 percent of the 
payroll. This deficit of 0.9 percent amounts to $45 million a year in 
perpetuity. A very small percentage of the payroll runs into a very 
large amount of money as you see. 

This $45 million annual deficit would be increased, as I have stated, 
by $714 million if the dual-benefit provision were repealed. It is not 
necessary for me to labor to this committee the fundamental impor- 
tance of maintaining the railroad-retirement system in sound financial 
condition. I will not attempt to labor that obvious point. 

In the absence of the dual benefit provision, an employee with rail- 
road service qualifying him for benefits under the railroad retirement 
system and also with service in other industry or self-employment 
qualifying him for benefits under the general social security system, 
would receive the full amount of each benefit without deduction or 
adjustment even though the amount of his railroad retirement benefit 
was based in part on service before 1937, so-called prior service with 
respect to which he paid no taxes. Generally, the combined benefits 
received by such an employee would be very much higher than the 
benefit which he would have received under the Railroad Retirement 
Act if all of his service has been railroad service. For example, a man 
with 25 years’ railroad service, including service pr ior to 1937 in con- 
nection with which he paid no tax, and 5 years’ service covered by 
gener: al social security, would receive substantially more than if his 
entire 50 years of service had been railroad service. And this is true 


2 Railroad retirement legislation, hearings before the Joint Committee on Railroad Retire 
ment Le lation, 82d Cong., 2d sess., August 5, 1952 (Washington, Government Printing 
Office, 1952), pp. 61—62 









RAILROAD RETIREMENT ACT 79 


n spite of the fact that he would have paid a greater tax if all his 
service had been railroad service than he did pay with 25 years’ rail 
road service and 5 years of service under general social security, be- 
cause the tax upon employees under railroad retirement is very much 
higher, now being 614 percent, than the tax upon employees under 
general social security, ein h is now 114 percent. 

The so-called dual benefit provision prov ides that if an employee is 
eligible to receive a railroad retirement annuity based in part on 
untaxed service ‘satel 1937 and is also eligible to receive a social 
security benefit, he shall not receive the full amount of both benefits 
but that an adjustment shall be made. The adjustment takes the 
form of a reduction in the railroad retirement annuity, either by the 
amount of the social-security benefit or by the amount of that part 
of the railroad retirement annuity based on prior service, whichever is 
smaller. 

Thus, in no event is the railroad retirement anuity reduced by the 
dual benefit provision to an amount less than that payable on the basis 
of all railroad service since 1936, that is to say, on railroad service 
in connection with which the employee paid taxes. No reduction is 
made in the social-security benefit. The dual benefit provision con- 
ains a so-called savings clause to the effect that persons retired from 
the railroad system prior to October 29, 1951, when the provision went 
into effect, shall not receive in combined benefits less than they were 
receiving prior to the enactment of the provision. 

Much has been said about alleged inequities resulting from the dual 
benefit provision. Indeed, the only reason advanced in favor of the 
repeal seems to be alleged inequities. But the information which has 
been made available by the Railroad Re tirement Board and furnished 
to your committee in Mr. Matscheck’s testi mony as seems to 
point unmist: skeldy to the conclusion that the dual benefit provision 
has not given rise to general and substantial inequities. On the con- 
trary, it would appear that the re peal of that provision would result 
in creating widespread and very substantial inequities. At this point 
I ask you to look at page 26, t: able 2 of the prepared statement of the 
R side Retirement Board, a copy of which is attached to my written 
statement for convenience. 

[ think if you will just look at that last page on the statement, you 

ill be able to follow better what I am go ing to say than by following 
the written statement. 

That table shows that there were, as of December 31. 1952. 30.200 
railroad employees receiving benefits from both the railroad-retire 
ment system and the general social-security system, whose railroad 
retirement benefits are reduced by the di ial- benefit provision. The 
table shows that under the dual-benefit proy ision these annuitants re- 
ceive, on the average, combined railroad-retirement and social-security 
benefits of $112 per month. That is in the third column under the 
subhead “Reduced,” and that is what they are now receiving when 
their railroad-retirement annuities are a iienal by the dual-benetit 
provision. The average payment is $112 per month, whereas if their 
service in both railroad and outside work had all been in railroad work. 
they would have received, on the average, only $104. You will see 
that in the last column. In other words, with the dual-benefit provi 
sion in full effect, nevertheless on an average these 30,000 men—and 
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they are the only ones who are affected by the dual-benefit provision— 
receive $112 a month through combined benefits, which was $8 more 
than they would have received if they had worked all of the time with 
the railroad. I think that is a very significant figure. You bear in 
mind, of course, that it is an average figure, and there might be indi- 
vidual figures within the average that would be different. 

In short, even with the dual benefit provision in effect, they receive 
$8 more per month by reason of the fact that they had service both 
within and without the railroad industry than they would have re- 
ceived if their entire service had been railroad service. Certainly, this 
does not indicate that the dual-benefit provision is resulting in in- 
equities. 

Even more important than the comparison I have made is the 
comparison between what these employees would receive if the dual- 
benefit provision should be repealed and what they would have re- 
ceived if all their service had been railroad service. As I have stated, 
the average benefit which would have been received as a railroad- 
retirement annuity if the combined service had all been railroad serv 
ice was $104 per month. But, as shown in the column headed “Un 
reduced,” the average combined railroad and social security benefits, 
if the dual-benefit provision had not been in effect, would have been 
$139 a month, which is $35, or one-third greater than the correspond- 
ing railroad-retirement annuity. 

So you will see there is a very considerable spread between what a 
man who spent all of his time in railroad service gets and what he 
would get if the dual-benefit provision is repealed and that some time 
was divided between railroad and outside employment. There would 
be a very striking discrimination which I think you would call an 
inequity. 

I have been speaking of the figures at the top of the table relating 
to the total number of employees who would be affected by repeal of 
the dual-benefit provision. You will notice that these total figures 
are divided between those annuitants who have wives and those who 
do not, there being 19,700 without wives and 10,500 with wives. As 
to each of these groups the showing is substantially like that to which 
I have called attention with respect to the total of all employees, in 
that as to each group the combined benefits reduced by the dual-benefit 

yrovision are greater than the benefits which would have been pay- 

able if the annuitants’ service had been all railroad service instead of 
part railroad service and part service in other industry, and in that 
the combined benefits unreduced by the dual-benefit provision would 
have been greatly in excess of the benefits which would have been pay- 
able if all service had been railroad service. 

You will see that in the table the total number of employees is di- 
vided into three groups: One, those with respect to whom the re- 
ductions in railroad annuities were limited by the saving clauses; two, 
those whose railroad annuities were reduced by amounts based on 
prior service; and, three, those whose railroad annuities were re- 
duced by the amounts of social-security benefits. In turn, each of 
these major groups is divided to show annuitants without wives and 
annuitants with wives. 

As you look at the table, you will see that in every group, and in 
every subgroup except one, the average combined benefit reduced by 
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the dual-benefit provision was greater than the average benefit would 
have been if all annuitants’ service had been railroad service. That is 
with the dual-benefit provision in effect. The single exception is the 
subgroup described as “annuitant only” under the group heading “Re- 
duction Equal to Amount of Old-Age Benefit.” You will see that 
near the bottom of the table. 

There were 3,400 annuitants in this subgroup out of a total of 30,200 
annuitants who would be affected by repeal of the dual-benefit pro 

vision. As to these 3400 annuitants the average of combined bene- 
fits received per month, after reduction under the dual-benefit pro- 
vision, Was $103. or $4 less than the average benefit which would have 
been received by these annuitants if their combined service within 
and without the railroad industry had all been railroad service. The 
table shows that a little over one-tenth of the total number affected 
by the dual-benefit provision got slightly less with the cutback than 
they would if all of their service had been railroad service, $4 a month 
less. But, as to annuitants falling within the general group shown 
under the heading “Reduction Equal to Amount of Old-Age Benefit,” 
it will be seen that when all are considered, those with wives and those 
without wives, the reduced combined benefits were slightly greater 
than the benefits which would have been received if the annuitants’ 
combined service had all been railroad service. 

In other words, when you take that large group at the bottom of 
the table and consider them all together, you W ill see that the ‘re were 
10,500, and they received $137 with their cutback under the dual 
benefit provision. They would have received on an average only $136 
if all of their service had been railroad service. The 3.400 who were 
not married, as I said before, received $4 less, but the 7,100 who had 
wives received together with their wives $153 as against $149, or $4 
more than they would if all of their service had been railroad service. 

I have called attention to the only group whose combined benefits, 
on the average, reduced by the dual-benefit provision, do not exceed 
the average benefit which would have been payable if the combined 
service h: ad been all railroad service. It should be especially noted, 
however, that as to no group or subgroup shown on the table would 
the average combined benefits, unreduced by the dual-benefit provi- 
sion have been less than the average benefit if all annuitants’ service 
had been railroad service. In every instance the unreduced combined 
benefits, and these are the ones which would be payable if the dual- 
benefit provision were repealed, would have been very much higher 
than the benefits payable if the combined service had all been railroad 
service. In this connection I ask you to look at the figures in the 
second column headed “Unreduced” and compare them with the figures 
in the last column under the heading “Average ‘Railroad Retire- 
ment Annuity’ Based on Combined Service.” The figures compare 
as follows: $139 to $104; $114 to $86; $185 to $139; $121 to $89; $115 
to $84: $183 to $126: S118 to S80: $84 to $55: $160 to $110; S171 to 
$136: $130 to $107; and $191 to $149. 

This comparison shows that in the absence of the dual-benefit pro- 
vision men who had service both within and without the railroad 
industry would be treated much more liberally than men who spent 
their lives in the railroad industry. 

These figures demonstrate in a striking fashion the extent and 
magnitude of the inequities which would be created if the dual bene- 
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fit provision were repealed. The table does not indicate any com- 
parable inequities arising under the dual benefit provision. As I 
have pointed out, in the case of only one group numbering 3,400 out 
of a total of 30,200, does the dual benefit provision result in average 
combined benefits less than the average benefit which would have 
been payable if the combined service had been all railroad service. 
And as to that group, the difference was only $4 a month. That is 
the average. As to the same group, in the absence of the dual-benefit 
provision, the average combined benefits would have been $23 a month 
more than the benefits payable if the combined service had been all 
railroad service. ‘The group I refer to is the “annuitant a. group 
under the heading “Reduction Equal to Amount of Old-Age ‘Benefit.’ 

Moreover, attention should be calle a to the fact that even in those 
cases where the combined benefits, after the deduction, are somewhat 
smaller than the benefit the annuitant would have received if all his 
service had been railroad service, there is not necessarily any inequity. 
As to such an annuitant, it will not be overlooked that he paid only 
one-sixth to one-third as much tax for the period he was in no nrail- 
road service as he would have paid if he had remained in railroad 
service during that time. Additionally, in many cases he received his 
railroad retirement annuity consider ably sooner than he would have 
received it if he had continued in railroad service and during the 
same time he was receiving wages in outside employment. 

In other words, if he had stayed in the railroad service he would 
not have gotten any railroad annuity until he finally retired, but 
when he switched from railroad service to outside service, if he was 
65 or more he immediately began to draw his railroad annuity, cut- 
back by the dual benefit provision and at ‘the same time he was receiv- 
Ing wages in outside industry if he desired to work in outside industry. 

In closing, I merely wish to repeat that I do not think any showing 
has been made to your committee, or could be made, which would 
justify the repeal of the dual benefit provision and the resulting in- 
crease in the cost of the railroad retirement system, a system which 
is already underfinanced. If 2 men of the same age enter railroad 
service at the same time and 1 spends 25 years in such service and 5 
years In service covered by social security while the other spends his 
entire working life of 30 years in rs ailroad service, both finally retir- 
ing at the same time, it is difficult to understand how the man with 
combined service could be said to have suffered inequity if he received 
combined retirement benefits substantially as great as or greater than 
the retirement benefits received by the man all of whose working 
life was spent in railroad service, particularly when the man with 
the combined service paid less retirement tax than the man with 
railroad service only. 

(The table referred to is table 2 in Mr. Matscheck’s testimony and 
appears on p. 54.) 

Mr. Forr. Now, I do not mean to say that there m: iv not be instances 
of what may be called inequities that result from the dual benefit 
provision. There may be some instances that are covered in these 
average figures, but I do think it is clear from the average figures that 
the inequities that would be brought about by the repeal would be of 
much greater magnitude and much more widespread than any inequi- 
ties that could be pointed out in particular instances under the existing 
situation. 





RAILROAD RETIREMENT ACT 83 


That concludes what I had to say, Mr. Chairman. 

Mr. Crosser. I would like to ask a personal question of Mr. Fort. 
You would be a beneficiary, would you not, under this Railroad Retire- 
ment Act of ours ? 

Mr. Forr. That is probably the most important part of my estate, 
yes. 

Mr. Crosser. I thought it would be well for the committee to know 
that that is a fact. 

The CHarmman. Are there any further questions? 

Mr. O’Hara. Mr. Fort, as you have pointed out in the 1951 act, this 
committee and the Congress was concerned with the problem of the 
inflationary conditions and the low purchasing value of the dollar 
to meet the problem of trying to increase the benefits to the annui 
tants, and I think, Mr. Fort, that you will also recall that in previous 
years the Railroad Retirement Act had been extended to cover other 
nonincluded employees theretofore. I am speaking now of the past 10 
years, as well as disabilities which were incurred outside of the service 
of the railroad service, all of which has added to the cost factors of the 
fund, is that not true ? 

Mr. Forr. I think that is true, Mr. O'Hara. 

Mr. O’Hara. Now, we have been confronted, and I think every 
member of this committee and probably every member of Congress, 
have received rather pitiful letters from railroad employees showing 
the effect of the dual benefit provision. Actually, substantially, it 
has reduced in many instances the income that those people were re- 
ceiving or expected to receive where they came in under the dual 
benefit provisions. 

It is true, I would assume, Mr. Fort, that a great many of these 
32,000 or 33,000 employees had been retired prior to the passage of the 
last act in 1951. Perhaps they did that for many reasons. Perhaps 
they were brakemen and they could not take it any more, and maybe 
they were doing heavy work that they would not do any more, and 
they had to go out. Maybe after 25 years’ service in the railroads 
they tried to find e mployme nt in order that they might live, and their 
families might live. In doing that, Mr. Fort, they had to pay in their 
114 percent on social security, did they not, and their employers had 
to pay 114, percent ¢ 

Mr. Forr. If they left the railroad service, you mean ? 

Mr. O'Hara. That is right. 

Mr. Forr. Yes, sir. 

Mr. O'Hara. Now, they might, or I would assume it might be a fair 
statement, that many of those e mployees left the railroad service not 
of their own desire; I mean for physical reasons or maybe for other 
reasons that they had to leave the railroad service. 

Mr. Forr. I would not think that so many would fall in that cate- 
gory during the 1940’s. Business was up and volume was high, but, 
of course, there were some. I do not know how many there were, 
but probably you know as much about that as I do. 

Mr. O'Hara. I am only guessing, Mr. Fort, and I realize there is 
within this 32,000 or 33,000—Mr. Fort, I suppose it would be difficult 
to get an accurate reason from those people as to why they were out 
of railroad service ? 

Mr. Forr. I think you can certainly say that some of them went out 
under those circumstances. 
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Mr. O'Hara. It seems to me if that individual had gone out and 
bought a retirement system from an insurance company, he would 
not be penalized under this dual provision system, would he? 

Mr. Forr. No, but he could not buy an annuity from a private 
insurance company under terms comparable to those of the Social 
Security Act. You see, the Social Security Act, as I understand it— 
and don’t held me too closely to what I say because I am not an expert 
about these things—is not primarily an insurance system. It is pri- 
marily a social security institution. 

For example, after the amendments of 1950 a man was permitted 
to qualify for full benefits under the social security system with six 
quarters of work after January 1, 1951. A man could work six quar- 
ters after that time and draw just as much from social security in the 
way of benefits when he retired as if, instead of working six quarters, 
he had worked 60 years. The amount of the benefit 1s not based on 
length of service. 

Now, that was not true, to the same extent prior to the amendments 
of 1950. A man had to work a good deal longer before he would 
qualify, and as time goes on now he will have to work a good deal 
longer. But I merely call attention to those factors as indicating that 
I do not believe that a man who pays a tax under social security falls 
in the same category as a man who buys an annuity from a private 
company and pays premiums on it. 

Mr. O'Hara. Well, my point is that he is probably even more a vic 
tim of circumstances and a victim of what we pass as laws up here in 
social security if he was out working in private employment, Mr. Fort. 
The point I was making is he is compelled under the law and so was 
his employer to pay into social security. 

Now, we said it was a good thing when we passed the 1951 act to 
transfer the men with less than 10 years of service to social security, 
and that was a savings undoubtedly to the Railroad Retirement Act 
was it not, for the fund ¢ 

Mr. Forr. I understand so, and Mr. Matscheck would know more 
about that than I do. 

Mr. O'Hara. My recollection is that that was the testimony when we 
passed the act. 

Mr. Fort. Yes, sit 

Mr. O'Hara. Now, it seems to me unjust to take that dual benefit 
away from that man who is compelled to do, under the law, the same 
as the railroad worker, namely to contribute his tax and his six and 
a quarter percent, and the employer his six and a quarter percent. 
Yet we are taking it away from him, from these 32,000 people, which 
I think has been a very serious result to those people, Mr. Fort. I do 
not think that we are being completely fair and honest with that group 
of people. That is my viewpoint. 

Mr. Forr. Well, Mr. O’Hara, I think that depends on how you look 
at these retirement systems. They are not contractual arrangements 
they are systems set up by the Government and the Government sets 
— taxes that shall be paid for the support of the systems. In 
many cases there is no relationship between the tax a man pays and 
the benefit he gets, and that is deliberate: that is a part of the scheme. 
That is the social security aspect of it. 

There wee no guarantee to a man when he entered the system that 
he was always going to get just the benefits that were paid at that 
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time. That is a fortunate thing for him, because benefits have been 
constantly increased and so it was not a matter of paying so much 
under contract that was gomg to return so much. The employee has 
gotten more and is getting more than he had any right to anticipate 
at the time the law was passed. 

So I do not think there is any reason, contractual or moral, why the 
benefits under these systems cannot be changed. In fact, they have 
been constantly changed. Nor do I see any reason, contractual 
moral, why there should not be an adjustment or integration between 
the systems if that is necessary in order to avoid inequities which 
would otherwise arise. I do not think that Congress has its hands 
tied in making adjustments that it thinks are equitable and proper 
adjustme nts as between the 2 systems, and in considering as a factor 
in those adjustments whether a man is under only 1 system or under 
both systems. I see no contractual obligation there at all. 

Mr. O'Hara. Mr. Fort, it does seem that all through the argument 
against the repeal of the dual provision, there seems to be the argument 
of See that that man should have worked 30 years instead of 

5 years, but the point I make—— 

Mr. Forr. Not from anything I have said. 

Mr. O'Hara. I am not saying that personally, Mr. Fort, at all, but 
that seems to be the tenor of the argument in opposition to this. 

Now, I can see from the individual viewpoint that there may have 
been many reasons why a great many of them could not have continued 
for the 30 years. 

Mr. Forr. That is right. 

Mr. O'Hara. It would be impossible, perhaps physically, for them 
to do that, and they were not subject to a disability retirement; yet 
they had to find some way to make a living. 

Mr. Fort. That is correct, but my only point there, Mr. O'Hara, is 
this: Suppose all of that is true and a man finds it necessary to leave 
the railroad service and go into social security work for 5 years. He 
pays less tax in social security for benefits than he has been paying 
in the railroad service and less than he would have paid if he had 
stayed in railroad service. Now, if he does that, I do not see why, when 
he finally retires, he should get considerably larger benefits than he 
would have gotten if he had stayed in the railroad service during that 
period. 

Mr. O'Hara. That, I think, isa perfectly American principle. 

Mr. Priest. Will the gentleman yield there for one question ? 

For all practical purposes, is it not true that the excessive higher 
rate of tax paid by the railroad employee and the employer, in com 
parison with social security, is payment for prior service? Is that, 
or is that not, practically the situation ? 

Mr. Fort. That is a factor in the amount of the tax that is paid. 
There is no question about that. Just how you would compare it with 
social security, I donot know. Social security also carries that element 
of prior service although not so directly, because as I said a few mo- 
ments ago, to take an extreme case, a man could work only six quarters 
in social security and qualify for full benefits. He is treated just as 
well as if he had worked a long time. 

Mr. Hesevron. According to the fifth actuarial valuation report, 
a tax rate of only 11.07 percent is required for new entrants to pay for 
all benefits. The combined tax on the employer and the employee is, 
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of course, 12.5. Is it not true that the additional tax above 11.07 per- 
cent is for services per formed by other employees before 1937 ¢ 

Mr. Forr. I haven’t those figures in mind, Mr. Heselton. 

Mr. Hesevron. If that statement is correct, in the fifth actuarial 
report, is it not fair to say that that difference is for other employees 
prior to 1937? 

Mr. Forr. Well, all I can say about it is that there is that factor 
in the tax to take care of the cost of the prior service, and just what 
it is I do not know. Perhaps the paper you have before you shows 
What it is. 

Mr. O'Hara. As you appreciate, the membership of this committee 
has had conflicts over certain principles, but one which certainly every- 
one sincerely has on the committee 1s the solvency of the fund. Some- 
times in the interest of being human and compassionate, we have come 
pretty close to the danger point, as in 1951. But, on the other hand, 
I was very troubled when I found out about these 32,000 or 33,000 
people, whom I felt were victims of a most peculiar situation which 
resulted in further hardships to them, and I am very troubled, still, 
about that situation. 

I have the greatest respect for yon, and I am sure vou have for the 
membe rship of this committee, but I still do not think we Can say in 
fairness to these peop le that the dual provision should not be repe aled 
because [ think we have a very strong moral obligation to feel that we 
have placed them in a very difficult position, and they are caught 
bet ween the social-security law and the dual provisions of the 1951 1: aw. 

Mr. Forr. Mr. O'Hara, I have the greatest respect for your judg- 
ment and I think that here we differ because we have different facts 
inmind. You think that these 30,000 people have suffered. It seems 
to me that from this tab : Mr. Matscheck offered, and to which I called 
attention, quite clearly it appears that about nine-tenths of them, in- 
stead of suffering, have Denetited their position by having served in 
two services, the railroad and the outside, even with the cutback of the 
so-called dual-benefit provision; and that only about 3,000 of them, 
3,400 of the entire 30,000, received any less than they would have re- 
ceived if they had stayed in the one service, and even as to those the 
difference was a very smal] one, an average of $4 a month. 

If I saw the facts as you see them, and believed that a group of men, 
30,000 or more, are suffering a hardship because of some happenstance 
or inadequacy in the law, I would feel about it just the way that you do. 

Mr. O'Hara. Of course, it is quite obvious, and I am not arguing 
the matter, that because the group is only 32,000 or 33,000 that the 
benefits are taken away from them and spread out over all of the 
remaining members or the beneficiaries of the railroad retirement 
fund, which makes the load, I think, on the 33,000 a pretty heavy one. 

Mr. Forr. I do not see that they have any load on them. 

Mr. O'Hara. That is a difference in our viewpoint. 

Mr. Forr. Yes. 

Mr. Rocers. Mr. Fort, you seem to be opposed to the repeal. Would 
you be opposed or in favor of amending the law so as to provide that 
unless the employee received benefits from the social-sec urity system 
that it would not be deducted from his railroad-retirement benefits ? 
By that I mean: Suppose he is under the dual system which he is, and 
he goes out and makes more than $75 a month by self-employment or 
by working for some company. Now, irrespective of that, he does not 
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get any benefits from the social-security setup; deduct that amount 
from the benefits received under the Railroad Retirement Act. Now, 
would you favor amending it so that if he did not actually get the 
social-security benefit, that the railroad-retirement benefit would not 
be lessened ¢ 

Mr. Forr. Mr. Rogers, may I be sure I understand your question 
You have in mind a man who has left the railroad service and 
gotten a railroad annuity based in part on service before 1937—a man 
who then works in outside industry and becomes eligible for social 
security benefits, but is not actually draw ing them because he continues 
to work. You want to know whether in that event there should be 
the deduction ¢ 

Mr. Rogers. Yes, would you favor paying him full railroad-retire 
ment benefits if he did not get any benefit from the social-security 
system ¢ 

Mr. Forr. I can only say about that, Mr. Rogers, that it is a very 
small part of what this amendment would reach, and it is a matter to 
vee L have not given deliberate consideration. But I think it fall 

1 quite a different class from most of the other situations that the 
amendment would reach. 

Mr. Rogers. But it does have some aspects of being faty and j 
to let him continue to receive all of his railroad-retirement benefits if 
he vets absolutely 1 saaieisads from the social security. 

Mr. Forr. I say it is a special case, yes, sir, just as I say that the 
case to which the witness who preceded me called attention, a case 
where there was contemporaneous work in both services, might be 
called a special case. But neither of them would justify, in my opin- 
ion, any such sweeping action as the repeal of the dual benefit provision 
because to do that would bring into play many more and many greatet 
inequities than it would cure. 

Mr. O'Hara. Are there any other questions ? 

Mr. Hesevron. In your statement you state d that the re pe al of this 
provision would add $714 million per year in pe rpetuity to the cost 
of railroad-retirement system. As L understood the testimony yester 
day from the Board, their figure went up to the year 2000, ae you 
mean in perpetuity, or do you mean to a time around the year 2000 ¢ 

Mr. Forr. There are different ways of stating it. As you say, that 
$714 million which is the Railroad Retirement Board figure and not 
mine, is a level figure to perpetuity. Now, if you take only the 

SAV ings in mone V outl: ay for the next 50 years, it comes to S385 million 1 
in total. 

Mr. Hesevron. You referred to the $385 million total, and that, I 
take it, you assume is the correct figure. 

Mr. Forr. That is the same thing stated another way, Mr. Heselton. 

Mr. Hesevron. I think you probably heard me asking the question 
with reference to this adjustment to the social security fund between 
the railroad retirement and social security fund, and the reference to 
the President’s recommendation of freezing the tax rate at 3 percent. 
I understand that if that freeze takes place, it would amount to ap 
proximately $ 50 million a year savings to the railroad retirement fund. 
That being true, your $385 million would be considered in the light of 
that. If we take a take rate of 3 instead of the anticipated tax rate 
of 4, not knowing, of course, how long that will last, there would still 
be the possibility whether we take your point of view on the facts as 
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you see them or Mr. O’Hara’s point of view, but having in mind the 
security of the fund, and I agree with Mr. O’Hara that we cut it thin 
in 1951, if it appeals to us that this is a moral obligation to these peo- 
ple—they may be few, but I think you would agree with us that we 
are obligated to look after the few just as much : as we look after the 
many if we see it that way—would that not be a calculated risk that 
the committee might see fit to undertake even though there was a 
possibility we might jeopardize the fund a little bit more? 

Mr. Forr. Mr. Heselton, I can give you my understanding of it, 
and there are other people in the room who know more about it. 1 
understand that the social security system is supposed to be self- 
supporting in the long run. If that is so, reduction in tax now would 
mean a greater tax sometime in the future. So if you look into per- 
petuity, T do not know quite what that is, but it is a long time—— 

Mr. Hesevron. We all agree on that. 

Mr. Forr. This temporary reduction in the social security tax 
might not have, and would not seem to me to have, any beneficial effect 
on the railroad retirement system through this integration, although 
immediately, of course, it would have. 

Mr. Hesevron. Well, if it is $50 million, it would only be a matter 
of 7 years before this added cost by reason of the repeal of this sub- 
section would be recovered. 

Mr. Forr. If you did not have to pay more later, yes. 

Mr. Tuornserry. You have referred to the fact that this provision 
that is in the law now was put in there at the insistence of the ma- 
jority of the employees and not the railroads. What position did your 
group take on this provision when it was under consideration in 1951? 

Mr. Forr. We took the position at the hearing that the whole pack- 
age with the so-called savings and increases would not pay out. As 
you know the bill, as finally passed, was somewhat different from the 
one proposed. 

I do not recall that we took any particular position with respect to 
this so-called dual benefit provision except that we said it would not 
give enough money, together with other things, to pay the benefits. 

Mr. Trornperry. Is it not true that you advocated a different ap- 
proach to it and every approach that you advocated did not include 
this provision ? 

Mr. Forr. I cannot say from memory. I would not be sure. 

Mr. Trornserry. Now, frankly, I am intrigued by this approach 
of the opposition to the repeal of the dual benefits provision just by 
saying that the opposition is justified by saying that we liberalized 
the benefits for so many people. 

Mr. Forr. I did not make that argument. 

Mr. THornserry. Now, did you not say over here 
Thus it appears that the very amendments, those in 1951, which added the dual 
benefit provision to the Railroad Retirement Act and contemplated thereby sub- 
stantial savings to the system, also made provision for the expenditure of those 
savings by liberalizing the general benefits? 

Mr. Forr. But I did not say that it was to impose on a few to help 
many. I say that you cannot spend the money for one purpose—and 
this money was spent to liberalize the benefits for the many—and, 
having spent it for that purpose, then spend it all over again. That is 
the only point I made. 
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Mr. THornperry. I guess that is the argument, that once you have 
done a wrong, you have to continue it even though it is wrong. I don’t 
care to engage in an argument because we are trying to arrive at some 
facts in this discussion. 

Now, you referred to the savings clause. The savings clause was in- 
serted to prevent inequities—was it not?—because if the savings 
clause had not been inserted in the bill there would have been quite a 
number of people who would have received a great deal less than they 
had been receiving prior to the 1951 amendments. 

Mr. Forr. It was put in for the purpose of keeping them from re 
ceiving less; yes. 

Mr. THornperry. Now, those same people who were prevented from 
receiving less by that provision did not receive any increase under the 
1951 amendment; did they ? 

Mr. Forr. Well, some may and some may not. I am not sure. 

Mr. THornperry. Anybody who, under the savings clause, con 
tinued to receive the same amount received on October 31, of course 
received no increase. 

Mr. Forr. I do not know whether that would be true as to all. 

Mr. THornperry. But you will say that there were a number of 
people who do not receive the 15-percent increase / 

Mr. Forr. I have no personal knowledge, but I take it for granted 
that that is so; yes, sir. Maybe it is true as to all of them. But you 
have in mind that, although they did not receive it, what they were 
getting was more than they would have been getting, or probably so, 
as these figures show, if they had been in the railroad service the entire 
time. 

Mr. THorneerry. But there are those who, on the other hand, at the 
{ime the amendments went into effect would have thought that they 
would have received a 15-percent increase, except for the dual-benefit 
provision. 

I believe that is all. 

Mr. Forr. Yes; they would have gotten it but for the dual-benefit 
provision. 

Mr. WiuuiaAms. We will have to leave, but I would like to ask Mr. 
Fort 1 or 2 questions. In this instance, it appears that we have two 
separate retirement systems. Now, I was very much interested in a 
part of your remarks and your moral justification for the dual- esi 
provision seems to be found generally in this sentence which is included 
in your testimony on page 6, I believe it is, in which you say this, gen- 
erally speaking : 

Even more important than the comparison I have made is the comparison be 
tween what these employees would receive if the dual-benefit provision should be 
repealed, and what they would have received if all of their service had been 
railroad service. 

Now, what we are particularly interested in primarily here are the 
employees who put in a certain number of years with the railroad, long 
enough to have to qualify, whether rightly or wrongly, under the Rail- 
road Retirement Act; whether they have paid in enough funds to jus- 
tify morally the payment of this « ‘ompensation to them under the Rail- 
road Retirement Act is beside the point. The fact is that they have 
legally, under the Railroad Retirement Act, earned their pension. 

On the other hand, after they leave the railroad, bearing in mind 
that, when they reach the retirement age and become eligible for the 
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benefits, they will draw benefits in proportion to the amount of service 
that they rendered to the railroads according to law, and they take 
private employment under social security. 

That is, in my opinion, an entirely different situation. Under 
social security maybe he will work for, we will say, a steel com- 
pany and he pays in and makes his contribution to social security. 
Whether the law goes too liberal or not, he manages to qualify for 
social-security benefits. 

Now, here he has made his contribution to railroad retirement and 
thereby has qualified for railroad retirement on the basis of the 
service that he rendered to the railroad. On the other hand, he 
has qualified for retirement under the social-security program on 
the penis of service that he had rendered to another and entirely 
unrelated organization. By what type of reasoning under the Amer- 

“an system do we say that we have a right to deny that man benefits 
ae one program because he has qualified for benefits under another 
and entirely unrelated program ¢ 

Mr. Forr. Well, Mr. Williams, if you will read Mr. Matscheck’s 
testimony, you will find, I think, that the programs are not unre- 
lated. I think you asked him the same question and he made that 
answer. So I think that the two systems are not unrelated, and in a 
good deal of detail he pointed out how they are not unrelated. I can 
understand your point of view easily. 

You know I am not the author of the dual-benefit provision, nor 
did I sponsor or support it. But it is now written into the law. You 
speak of the man aig for railroad annuity under the law. 
He qualified under the law, but the law also contains this dual-benefit 
provision, and that is as much a condition on his qualification as 
anything else. There is no constitutional right and there is no con- 
tractual right, and if Congress can set up his right, Congress can 
modify his right. 

So, the only question is whether the modification is just and proper. 
Now, both of these systems have this general relationship, too, that 
they are both Government systems, and both Federal Government 
systems set up by Congress. To the extent that Congress wants to 
interrelate them, there is no reason why Congress should not do 
so long as it does not treat individuals unjustly when 7 does. 

That is, I think, a sketchy answer to your question, but that is the 
way it looks to me. 

Mr. Witi1aMs. I agree with everything that you have said, and 
I look at it with different glasses. 

Mr. Forr. I can understand that. 

Mr. Wittiams. I am going to ask you the same question I asked the 
prior witness from the Board, and, incidentally, about all I got out 
of him was that he felt that the end justified the means. 

Mr. Forv. I certainly do not feel that way. 

Mr. O'Hara. I was going to suggest that we have a quorum call 
over there and undoubtedly automatic rolleall probably. Might’ ] 
suggest that in view of the fact that two of the members in addition 

» Mr. Williams have indicated that they have some questions, Mr. 
Fort, that we would like to have you come back here at 10 o’clock in 
the morning. 
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Mr. WituiaMs. Might I just ask this one question? That is the 
same question that I asked Mr. Matscheck yesterday. In the situa- 
tion that we find ourselves, do you not think that a more honest ap 
proach would be toward attempting to amend the individual separate 
unrelated laws so that the 2 systems would stand on their own 2 feet? 

Mr. Forr. I do not know how you could go about that, Mr. 
Williams. 

Mr. O’Hara. The committee will be adjourned until 10 o'clock to- 
morrow morning. 

(Whereupon, at 12:15 p. m., Wednesday, June 3, 1953, the hearing 
was recessed until 10 a. m., Thursday, June 4, 1953.) 
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THURSDAY, JUNE 4, 1953 


House or REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND ForrigN COMMERCE, 
Washington, D.¢. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
334, New House Office Building, Hon. Charles A. Wolverton (chair- 
man) presiding. 

The CuatrrMan. The committee will please come to order. 

I understand that when the committee adjourned yesterday Mr. 
Fort was still on the stand, being questioned by members of the 
committee. 

Mr. Fort, will you again take the stand, and the members of the 
committee who wish to question Mr. Fort may do so. 


STATEMENT OF J. CARTER FORT, VICE PRESIDENT AND GENERAL 
COUNSEL, ASSOCIATION OF AMERICAN RAILROADS—Resumed 


Mr. Youncer. Mr. Chairman. 

The Cuarrman. Mr. Younger. 

Mr. Younger. Mr. Fort, I was not greatly impressed with these 
various kinds of inequities that have been mentioned and put into 
the record, because in trying to apply broad principles such as this 
Railroad Retirement Act all over the country, they are bound to create 
inequities. We find that in the draft law, and we find it in the social 
security, and any law that has cutoff dates, and age brackets, and so 
forth. 

I think we all agree on that, because it is not a tailormade act. 

But, I am concerned somewhat about the principles of the act which 

‘ you defended so well, and I would like to ask some questions, trying 
to get myself straightened out on it. 

Now, as I understand it, the Railroad Retirement Act, with the ex- 
ception of the $45 million, is on an actuarial basis. 

Mr. Forr. Yes, sir; that is the way I understand it. It does not 
mean that it is on a fully funded basis as a private insurance com- 
pany would be. The system has what is known as an unfunded lia- 
bility. But, on the theory of the act, these payments will continue 
on into perpetuity. 

Mr. Youncer. That is right. 

Mr. Forr. On that theory, if the cost were 1214 percent, as the in- 
come is, then it means that the system would, on into perpetuity, have 
money available to pay the benefits. 
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Mr. Youncer. That is right. To that extent it would be considered 
set up onan actuarial basis. It is not a pay-as-you-go basis. 

Mr. Forr. That is correct. 

Mr. Youncer. With the exception of the $45 million. 

Now, when it was set up in 1937, it was set up as an actuarial retire- 
ment plan and the rates were set accordingly. 

Mr. Forr. An attempt was made at setting the rates accordingly ; 
yes, sir. 

Mr. Youncer. Now, in setting it up, they considered, and they knew 
that they had a number of those men, X number of men, that were 
working for the railroads that would be retiring in a few months or 
a year, or 2 years, or 3 years, and in setting it up on an actuarial 
basis that fact was taken into consideration. 

Mr. Forr. That is correct. 

Mr. Youncer. Otherwise there would not have been—otherwise it 
could not have been an actuarial retirement plan. 

Now, having set it up on that basis and having set the taxes to take 
care of the X number of employees that worked prior to 1937, then 
why are those employees that were considered at that time be consid- 
ered now as an extra burden / 

Mr. Forr. Well, if that were the only factor to be considered—— 

Mr. Youncer. Well now, let us just confine it solely to the plan. 
Now, the plan was set up and they knew the number of men that 
were on there prior to 1937, and the plan was set up to take care of 
them, and the tax was fixed accordingly; and they knew that they 
were going to have to take care of people who had not contributed 
to the plan. 

Now why, having known all of that and set it up in 1937, should 
you come along now and make an argument and base the entire argu- 
ment, as the Retirement Board bases their argument, on the basis that 
we have got people in the system that did not pay a tax prior to 1937 ¢ 

Mr. Forr. Well, that is a very interesting point that you raise. 
The fact is that when the tax was originally set, although its aim was 
the aim that you mention, the rate was not fixed high enough to 
accomplish that purpose and there have been since then adjustments 
in the rates and there have been since then adjustments in the benefits. 
For example, when the system was set up there was no spouse's benefit, 
which was later added. In addition, too, the amount of the benefits 
have been increased from time to time; the rate has been increased. 
It has been an evolving system. 

So the fact that the original objective was what you say it was does 
not then mean that there necessarily was at the time money for that 
purpose. 

Mr. Youncer. I am not talking about the money, amount of 
income; I am talking about the principle solely. 

Mr. Forr. Well, so far as the effort being made originally to set up 
a tax fund that under the benefits then provided, would e arry all of 
this past service, there is no doubt that that was the objective, as I 
understand. 

Now, there are other people who know more about that than I do, 
but that is my understanding. 

Mr. Youncer. Let’s get at it in a different way. From 1937 on up 
until 1951 there was nothing said about the burden of the men that 
worked prior to 1937 to be taken care of in the tax by the retirement 
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fund. I mean that was considered, and some of them at that time 
were getting social security and double benefits up until 1951. 

Now, prior to 1951 there has been no evidence submitted here what- 
soever from anybody that the double benefits which were drawn prior 
to 1951 were criticized or considered inequitable or bad. 

Mr. Forr. Well now, as I understand that—and I get it mostly from 
what Mr. Matscheck said—there could have been no double benefits 
until sometime in 1941 when the first benefits were paid under social 
security. 

Mr. Youncer. Yes. 

Mr. Forr. And then under social security, the amount of time you 
had to work to qualify from 1941 on got larger and larger, and Mr. 
Matscheck, I think, said that up until 1950, or some late date—until 
the new start provision was introduced into the Social Security Act, 
the double benefit matter was one of very minor significance. There 
were some few who fell within it. I think in his statement you will 
find that, as of some date in early 1940, there were only a couple of 
hundred or something like that number receiving dual benefits. 

Is Mr. Matscheck here ¢ 

Mr. Marscneck. 104. 

Mr. Forr. In 1941 there were about 100. 

Mr. Youneer. Yes. 

Mr. Forr. And then, I believe the whole matter of dual benefits 
took on its real importance when the amendments to the social-security 
law were passed in 1950, which provided for this new start. 

Mr. Youncer. 1950 or 19514 

Mr. Forr. It passed in 1950, as I understand it, and became effective 
January 1, 1951. 

Mr. Youncer. When the added benefits were made ? 

Mr. Forr. Well, it gave an opportunity to qualify in six quarters. 

Here is the way it works, as I understand it—and I hope that you 
will ask the next witness about this. I understand that Mr. Schoene 
is the next witness and he is very familiar with these things—but 
under the Social Security Act as it was amended in 1950, a man start- 
ing with the date of January 1, 1951, could qualify for full social- 
security benefits by 6 quarters of service. As time goes on it takes 
more quarters to qualify. I do not know how many quarters it is 
now. It may be 

Now, the payment under the social security for a qualified man 
having a monthly income of $100, I believe, is $55 a month. So 
that if a man began to work in 1951 and qu: alified for social security, 
we will say in 2 years by virtue of that 2 years’ work, then if he had 
wages of $100 a month, he would be qualified for an additional pen- 
sion of $55 a month, or if he had wages of $300 a month, he would 
qualify for an additional pension of $85 a month. 

Now, if instead of quitting the railroad service he had continued 
on in the railroad service for that 2 years at $300 a month, his railroad 
pension by reason of those 2 years’ extra work would have been in- 
creased by about $11 a month, I think. 

So, you can see by that switching to social security he would have 
increased his benefits, based on wages of $300 a month, far above the 
11 additional which he would have gotten if he had stayed in the 
‘ailroad business—I do not know whether these figures are exactly 
right—but they are approximately correct. 
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Mr. Youncer. Now, may I ask 

Mr. Forr. May I just finish this? 

Mr. Youncer. Surely. 

Mr. Forr. If his wages had been $200 a month, he would have gotten 

S70 extra, instead of about $8 extra, “if he had st: iyed with the railroad, 

As I understand it, sir, this matter became important with those new 
amendments, and had nothing like the same importance before. 

Mr. Youncer. With the new amendments to the Social Security 
Act ¢ 

Mr. Forr. Yes, sir. 

Mr. Youncer. Well now, I understand that this rule on dual bene- 
fits—according to your statement here, the major reason—going back 
to the adoption of this section 7, was when the additional benefits 
were added in the Railroad Retirement Act. 

Mr. Forr. I want to be as exact about that as I can. AsI say we 
did not propose this dual-benefit provision. 

Mr. Youncer. That is a part of your statement. Is that true? 

Mr. Forr. Well those who propose 2d that dual-benefit provisions pro- 
posed it on the theory that it would result, among other things, in a 
substantial saving which was needed in order to m: ake general enefits 
available. 

Mr. Youncer. That is what I say. It was passed, not because of 
any change in the Social Security Act, but was passed because they 
wanted to find revenue out of which to give additional benefits under 
the Railroad Retirement Act. 

Mr. Forr. Well, all I can say about that is— 

Mr. Youncer. Is not that your testimony here? 

Mr. Fort. My testimony is that the proponents in advocating it 
made that contention that you suggest. 

Mr. Youncer. Yes. 

Mr. Forr. That is right. 

Mr. Youncer. Yes. 

Mr. Fort. Now, I do not know how much the other feature was 
considered. 

Mr. Younecer. I cannot reconcile the principle on which this argu- 
ment is based, that to deny dual benefits—and I am trying to get back 
to the principle again—that the whole argument is based on the 
fact that the employees working before 1937 had never been taxed. 
Now that also is a false basis, because certainly in these railroads that 
did have private pension systems, some consideration in fixing salaries 
and wages must have been given to that. 

Now, is it also true—at least I have been told it is true—that there 
are some railroads that had a contributory pension system and had 
built up funds, and that at the time of the establishment of the Rail- 
road Retirement Act, those funds were taken over by the Railroad 
Retirement Fund? 

Mr. Forr. I do not know of any case where there had been a con- 
tributor y system where that was done. 

Mr. Youncer. I have heard that there were some railroads where 
that was true; at least one railroad where that was true, where there 
was actual contribution made by the employees. 

The Cuarrman. Mr. Younger, would you permit me to interrupt you 
there ? 


Mr. Younaer. Yes, Mr. Chairman, 
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The Cuairman. I think that is a very important nates that Mr. 
Younger just asked. There certainly must be somebody who can 
answer that question as to whether there were contributions made by 
the railroads that it refers to. 

Mr. Forr. Mr. Chairman, there were some 70 railroads, as I under- 
stand it, that had pensions systems prior to 1937. ‘They were carried 
as a rule by the railroads without contributions from the employees. 
I understod Mr. Younger’s question to be this: Were there also some 
cases where there were contributions prior to 1987. Is that it ¢ 

Mr. Youneer. That is right. 

Mr. Forr. I am told that there were no funds transferred to the 
Railroad Retirement Act. There were some systems prior to 1937, 
Mr. Ettinger tells me, where there were contributions by the em- 
ployees, but those funds were not transferred to the Railroad Retire- 
ment Fund. 

Mr. Youncer. Do you know whether they were distributed back 
to the employees? 

Mr. Errincer. There were vested rights there. 

Mr. Younger. And that was in addition to the railroad retirement. 

Mr. Errincer. Yes, sir. 

Mr. Youncer. And no question has been raised about the dual bene- 
fits there. 

Mr. Errincer. I know of none. 

Mr. Younger. I would like to pursue that line of thought further, 
Mr. Chairman. 

The CHarrman. You have something that is very important there 
and it seems that there should be someone who has some informa- 
tion on it. 

Mr. Forr. It may be that Mr. Latimer has. 

The Cuarrman. Well, Mr. Latimer will take the stand later. We 
will have his complete statement when he gives it. 

Is it the desire of those interested in the question and those who 
are on the stand that Mr. Latimer answer the question for them ? 

Mr. Forr. It is entirely all right with me, Chairman, if the com- 
mittee would like to hear Mr. Latimer. 

The Cuatrman. Is it your desire, Mr. Latimer, to make that state- 
ment at this time? 


STATEMENT OF MURRAY W. LATIMER, REPRESENTING THE 
BROTHERHOOD OF LOCOMOTIVE FIREMEN AND ENGINEMEN AND 
BROTHERHOOD OF RAILROAD TRAINMEN, WASHINGTON, D. C. 


Mr. Latimer. I do have a brief statement. Mr. Ettinger’s state- 
ment is correct. There were a few where the employees made con- 
tributions. The Manufacturers Junction Railroad, and the Norfolk 
& Western Railroad; the Fruit Growers Express, and Norfolk & 
Western. The Fruit Growers Express contributed into a trust fund. 

The Norfolk & Western had a balance sheet reserve and I think that 
was the only railroad; that was the only class 1 railroad without a 
balance sheet reserve or a trust fund. 

The Manufacturers Junction Railroad, which is a subsidiary of 
the Western Electric Co., had a trust fund to which the company 
alone had contributed. None of those funds were transferred to the 
railroad retirement fund under the Railroad Retirement Act. 
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Mr. Youncer. Now, one question. Did the employees have a vested 
right in those funds for retirement ? 

Mr. Larimer. The Norfolk & Western not being a fund, I do not 
know that there were any vested rights. The Fruit Growers Express 
did have a provision that the assets of the trust fund were available 
only for the payment of benefits. That same provision was in the 
Manufacturers Junction plan. 

Mr. Younerr. Those benefits were retained and were paid to the 
employees, as far as you know? 

Mr. Larmer. I can say “Yes,” as far as the Manufacturers Junction 
Railroad is concerned. With the Fruit Growers Express I think 
that was probably true. But, I have no direct knowledge of that. 

Mr. Youncer. Now, as far as you know, has there ever been any 
question raised by the Railroad Retirement Board as to the dual bene- 
fits received by the participants in those funds, and also benefits from 
the Railroad Retirement Act? 

Mr. Larmer. No. In addition to those there have been created 
since 1937, a number of plans which tie in, in addition to the railroad 
retirement. 


STATEMENT OF J. CARTER FORT—Resumed 


The Cuamrman. You may proceed, Mr. Younger. 

Mr. Youncer. You gave a case, or at least an example, which you 
gave in your testimony about the man who had been employed for 
quite some time. As I understand that was the case of an employee 
who was working prior to 1937. 

Mr. Forr. I am not sure what case you are talking about, but this 
dual benefit provision applies only to people who had been employed 
prior to 1937. 

Mr. Youncer. In other words, this question of dual benefits only 
affects those people, those employees, who were working before 1937? 

Mr. Forr. That is true; yes, sir. 

Mr. Youncer. Anybody beginning work after 1937 can enjoy dual 
benefits without any criticism, so far as the Railroad Retirement 
Board is concerned; is that true? 

Mr. Forr. Well, I do not know about criticism. 

Mr. Youncrr. I mean, any feeling on their part that they are 
robbing the Railroad Retirement Fund. 

Mr. Forr. Well, I do not know how they feel about any of it; but 
this provision would not apply to anyone who did not work before 
1937. 

Mr. Youncer. All right. And the fund itself when it was set up 
did take care of and did consider and take into full consideration 
all of the employees who were working prior to 1937. 

Mr. Forr. Mr. Younger, I think I explained that that was the pur- 
pose of the fund. It somewhat failed in its purpose, and the tax 
that was provided turned out to be too low, but the purpose is what 
you have in mind. 

Mr. Youncer. And that was not the fault of those who were working 
before 1937. 

Mr. Fort. No. I guess that was the fault of the actuaries. 

Mr. Younerr. That is right. So that now you come up on the 
broad principle of basis of fixing penalties on people who had nothing 
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to do with the questions which the Railroad Retirement Board has 
raised. 

Mr. Forr. If there were any question of fixing penalties, that is 
right. Ido not think there is any question of penalties. 

Mr. Youncer. There are penalties, because I think they have vested 
rights, the same as they have dual benefits in other pension plans. 

Mr. Forr. I did not mean to interrupt you at all. 

Mr. Younger. I thought that you were going to explain. 

Mr. Forr. But I think you are talking about one thing and I am 
talking about another, as to the vested rights, You may have read 
the report that I referred to yesterday by the Library researchers, 
called the Legislative Reference Service of the Library of Congress, 
to the Senate Committee on Finance, which is published in the Con- 
gressional Record for May 5, 1953. 

In that report there is some reference to the point that you have 
in mind with respect to vested rights. They say—and I read only 
a part of it: 

Such circumstances have brought forth the charge that the deduction imposed 
by section 7 is unconstitutional. This charge, however, overlooks the fact that 
the railroad retirement system gives a statutory, rather than a contractual, right 
to benefits. Indeed, it has been held by the courts that employee contributions 
under the railroad plan are not, in fact, a contribution in the ordinary sense 
of the term. Instead, they are jmposed as Federal taxes because “it was the 
purpose of Congress by means of the Taxing Act to supply revenue which would 
reimburse the Treasury of the United States for expenditures made pursuant 
to the Retirement Act for the payment of retirement allowances to employees 
retired under the last named (Railroad Retirement Act). 

I think the fundamental difference in approach is this: You are 
taking it for granted—and many other questions from the bench 
have also taken it for granted—that there were vested rights that 
had been bought. Well, it does not seem to me that that is the 
philosophy of the act. You must—— 

Mr. Youneer. Of which act ? 

Mr. Forr. Of the Railroad Retirement Act. 

You must recall that at the time that act was put into effect certain 
benefits were provided. They have been changed constantly. They 
have been raised a number of times. New benefits have been added. 

If there were anything contractual about the system those changes 
could not have been made. Ifa man’s retirement benefits can proper ly 
be adjusted upward, because circumstances would seem to make that 
adjustment advisable, why cannot they be reduced, if that is an equi- 
table thing to do under the circumstances ? 

Mr. Youncer. Well, you are asking me a question. 

Mr. Forr. Yes. 

Mr. Youncer. Well, I will answer it. I think it could, if it could 
be done on an equitable principle. 

Mr. Forr. That gets down to what I am talking about. I think that 
is the question. 

Mr. Youncer. And, on an equitable principle. 

Mr. Forr. That is right. 

Mr. Younger. Now, the difficulty that I see in your plan here is 
that this established system and they knew the number of employees 
that were working prior to 1937 and they invited them in, and they 
were not considered a liability. Nothing was said about their non- 
contribution to the system or anything, and it was set up, supposedly, 
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on an actuarial basis and the tax was supposed to be set to take care 
of these people, and everything went well; and there was nothing said 
about it until 1951, when they wanted to continue and increase the 
benefits and then rather than to set a new tax to pay for the increased 
benefits, they were looking around to find out how they could pay for 
that, and then is when they decided that there should be a discon- 
tinuance of the dual benefits and the contributions from that source 
would help pay for the cost of the additional benefits. 

Up until that time the older employees—there was nothing said 
about dual benefits from the social security or anything else. Now, I 
am just talking on broad principles. I finished that. 

I have this other thing that I would like to get your idea on, just 
from your opinion. 

Do you think it would be well for the Railroad Retirement Act, or 
the Railroad Retirement Board, to list all of the covered employees 
with the social security, take 3 percent of the tax that they levy, and 
pay it into the social security Would they not be buying better 
benefits for 3 percent than they are now providing, for 3 percent of 
the tax? 

Mr. Forr. Well, as I understand it, the integration provision which 
is now in the Railroad Retirement Act, in broad effect, accomplishes 
that result. 

Mr. Younger. No. The only thing that applies now would be 
applying to those that were working prior to 1937. 

Mr. Forr. No, Mr. Younger. I am not speaking of the dual-benefits 
provision. I am talking about the general integration provision in 
the Railroad Retirement Act which was put in by the amendment of 
1951. 

Mr. Youncer. Yes; I am not talking about integration, but actually 
putting all of the employees of the railroads into social security and 
having the Railroad Retirement Board take 3 percent of the tax they 
collect and pay to the social security. 

Mr. Forr. Well, I think that, to a large extent, that is accomplished 
by the integration provision in the law today. 

Mr. Younger. You think that they have all of the benefits of the 
social security in addition to the railroad retirement ? 

Mr. Forr. I think there is no question of that. You see, the social- 
security benefits are the minimum benefits paid under the Railroad 
Retirement Act. I think that is true in every particular, or practically 
every particular. 

Mr. Youncer. Yes, but they would be in addition to this. 

Mr. Forr. No; I am talking about what is payable under the Rail- 
road Retirement Act to a man who had no service but railroad service. 

Mr. Youncer. Yes. 

Mr. Forr. He looks to the Social Security Act for minimum pay- 
ments, in many cases. In other words, if what he is to get under the 
Railroad Retirement Act is less than he would get under the Social 
Security Act, then they take the social security as the minimum under 
the Railroad Retirement Act. 

Mr. Youncer. You do not think that by covering them all by the 
social security that you would be able to get better benefits? 

Mr, Forr. I think what you have in mind is accomplished, substan- 
tially, as the law is written today. 
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Mr. Youneer. And that they would not be getting any greater bene- 
fits if they were listed under the social security in addition ? 

Mr. Forr. Yes; I think that; surely. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. Forr. Now, may I say this, because I think you may have said 
some things that made it appear that my reasons are somewhat dif- 
ferent from what they really are, in appearing against these bills. 

We did not sponsor the dual-benefits provision. We have always 
thought that when it came to distributing the benefits under the Rail- 
road Retirement Act, what the men themselves w anted, the distribu- 
tion that they wanted, as between different people, was entitled to a 
great deal of weight. 

Now, in 1951, ‘spokesmen for the great majority of railroad labor 
appeared before Congress and said “We would like to have the gener: al 
benefits increased ; all old-age retirement benefits increased ; survivors’ 
benefits increased, and spouses’ benefits added.” “Now, that is going 
to take a lot of money and we realize that to get that money you have 
got to do something. We have looked around and here is one way 
that we suggest you get some of it, and that is by the dual-benefits 
provision.” 

They were the spokesmen for railroad labor who came and said that. 
Congress accepted their presentation and did raise the general bene- 
fits, and survivors’ benefits, and added a spouses’ benefits provision and 
put in the dual-benefit clause, in order to provide some of that money. 

So the money that was saved by putting in the dual-benefits clause 
was then and there spent. 

Now, the proposal is made to Congress that you do away with the 
dual-benefits provision, when you have already spent the money that 
you got by putting it in. 

Now, I say that is spending the same money twice, which most of us 
find a rather unhealthy thing to try to do. 

Now, that is the first thing. 

Mr. Youncer. May I answer that just briefly ? 

Mr. Forr. Yes; then I want to say just one other thing and I will 
be through. 

Mr. Youncer. Fortunately, 1amanew man. I did not participate 
in that other decision. So that I did not spend that money before. 
So, I have no compunctions about spending it now. 

Mr. Forr. Well, I think we have got to assume that there is some 
continuity of responsibility by Congress, have we not? 

Now, the second point is only this: I think the test—and I think you 
will agree with me—is the matter of equity rather than the question of 
whether it is a separate system or is not a separate system, because 
they are not two wholly separate systems. They are both Federal 
systems and Congress would certainly have the r ight to integrate them 
to the extent that it wished and C ongress has integrated them to this 
extent. 

So I think the test of it is how the law operates on individuals under 
the dual-benefits provision. It seems to me that the figures Mr. 
Matscheck put in, and to which I called your attention, showed quite 
clearly that, by and large and generally, the dual-benefits provision is 
not working any w idespread inequities but that the repeal of it would. 

Now, that is the only position that I have taken. I have not taken 
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any position at all about benefits for service before 1937 or anything 
of the kind. 

Mr. Youncer. Now, just a minute. I think that you have taken 
a very definite position, Mr. Fort, on that, on the basis when you say 
that you are not taking into « pene ‘ation the promise that was made 
these people, because after all, as I have pointed out, this was a sys- 
tem set up and they assumed ry lis ability of these people prior to 1937, 
and they should not be treated any differently than those people that 
started to work after 1937 in any ‘of the Board’ S reguls itions, because 
they knew those people were there and the system was set up to take 
care of them; and I do not think there is any right to separate the 
sheep from the goats now. 

Mr. Forr. Mr. Yow wer, I do not think I make myself quite clear. 
My point isthis: You take an individual to whom this clause applies, 
who had served before 1937—— 

Mr. Youncer. Let me ask you this—— 

Mr. Forr (continuing). Will you let me finish this thought? 

Mr. Youncer. Yes. 

Mr. Forr. What isthe result? He gets more money than he would 
have gotten if he had spent his entire life in the railroad service and 
had paid higher taxes than he did actually pay. I say it is hard for 
me to see any inequity in his case; in his case there is not any inequity 
That is my entire position. 

Mr. Youncer. All right. Now, there is where your entire position 
falls down, because the men that started to work after 1937 can get 
your dual benefits and he can improve his status, and he can get far 
more money than he could if he continued to work for the railroads. 

Mr. Forr. You have not heard me Say that a man that had only 
that service and gets that money would not be getting a windfall; you 
have not heard me Say that. 

Mr. Youncer. No, but may I—— 

Mr. Forr. May I finish 

Mr. Younaer. Yes. 

Mr. Forr. If he is cut back there would not be any inequity and I do 
not think there could be. 

Mr. Youncer. If you want to take a broad principle and apply it 
everywhere, that is difficult to apply the principle that is being ap- 
plied in one place. 

Mr. Chairman, that is all I have. 

Mr. Harris. Mr. Chairman. 

The Cnatrman. Mr. Harris. 

Mr. Harris. Mr. Fort, I have a few quest ion s I wanted to ask, in 
view of your presentation, relating back to the ame ndments of 1951. 

Now, in the first place, to make perfectly clear the question Mr. 
Younger has pursued, under the present law a man who starts to work 
in 1957 and continues working for the railroad until he reaches the 
age of 65; and in the interim under the present law, should he have 
worked 6 quarters under social-security coverage, he becomes eligible 
for social-security benefits. That is correct, is it not? 

Mr. Forr. That is the way I understand it; yes, sir. 

Mr. Harris. Now, that man then would be permitted to draw both 
railroad-retirement and social-security benefits. 

Mr. Forr. That is the way I understand it. 
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Mr. Harris. Now, a man who has service prior to 1937, even though 
he may be retired he would have his railroad benefit reduced on re- 
tirement in accordance with the amount of service he had rendered 
prior to 1937. 

Mr. Forr. Or according to the social-security benefits, whichever 
reduces him least. 

Mr. Harris. According to the social-security payments. That is 
true; is it not? 

Mr. Fort. Yes, sir. 

Mr. Harris. Then, the group. of people we are dealing with here 
is only that group which have retired and had some service prior 
to 1937 only. 

Mr. Forr. That is correct; yes, sir. 

Mr. Harris. Now, this principle was put into the amendments to 
the Railroad Retirement Act in 1951. 

Mr. Forr. This dual provision was put in at that time. 

Mr. Harris. Yes. Now, was this referred to, in the consideration 
of those amendments, as an integration feature with social security ¢ 

Mr. Forr. No; it was not generally referred to as an integration 
feature; no sir. 

Mr. Harris. There were several points to the integration. 

Mr. Forr. It has an integration aspect to it, but when you speak 
of the integration aspect of the 1951 amendment, I do not think most 
people think of this. They think of that broad integration feature 
which is the adjustment between the funds. 

Mr. Harris. But the integration feature includes the transfer of 
all people with less than 10 years of railroad service to social security ; 
and the provision guaranteeing that certain benefits would be equal 
to those under the Social Security Act, and so forth. All of them 
became features of the integration between the railroad-retirement 
and the social-security systems, as I understood it. 

Mr. Forr. I would not argue about that. I am just speaking of 
terminology. I think when people ordinarily refer to the integration 
feature they refer to the transfer between the funds. 

Mr. Harris. If it had not been for these other features there could 
not have been much of a transfer, could there? 

Mr. Forr. Yes, sir; there could be. 

Mr. Harris. So then it becomes all one, just an overall integration 
problem. 

Now consider the men who had service prior to 1937 on the one hand, 
and adjust their situation with the social-security program; then the 
people who have less than 10 years of service on the railroads are trans- 
ferred to social security. 

Now, that is true; is it not? 

Mr. Forr. Oh, yes. 

Mr. Harris. The less than 10-year men are transferred to social 
security ? 

Mr. Fort. Well, the less-than-10-vear men go to the social security. 

Mr. Harrts. Fifteen years have elapsed since 1937 ? 

Mr. Forr. Yes. 

Mr. Harris. There are, I think, about a million men with less than 
10 years’ service, who are transferred to the social-security program, 
as I recall the record in 1951. 
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Mr. Forr. Well, I do not know; but I mean the number of men 
who have now less than 10 years service would not, so far as I know, 
be any indication of the number that would finally fall under social 
security rather than railroad retirement, because that would be judged 
by the length of the service at the time they retired. 

Mr. Harris. Well, the reason I raise the question at this point is to 
show that a heavy load had been taken from the railroad-retirement 
program. 

Now, I do that purely to raise this question: You have two reasons, 
as I recall, upon which you oppose this bill, and one is the effect it 
would have on the fund. Am I right? 

Mr. Forr. I suppose you are right to this extent. If it were free 
I would not be here. 

Mr. Harris. In other words you are interested in maintaining this 
fund on a sound basis. 

Mr. Forr. That is correct; yes, sir. 

Mr. Harris. And that is primarily the reason you are here this 
morning. 

Mr. Forr. Well, I suppose you could say primarily; yes, sir. It is 
kind of hard to choose between reasons, but we want the fund solvent. 
We think this would be something that would work toward making 
it insolvent and that is why I am here. 

Mr. Harris. All right. That is the point I was trying to get a 
statement on. 

Now, under the present law, the tax is 1214 percent; 614 by the em- 
ployees and 614 by the railroads, is it not? 

Mr. Forr. Yes, sir: 1214 percent. 

Mr. Harris. Now, the Ath actuarial valuation which has just been 
released by the Railroad Retirement Board shows a deficiency of 0.91 
percent of payroll. Is that your understanding? 

Mr. Forr. Yes: that is my understanding. And that comes to $45 
million as I understand it. 

Mr. Harris. Now the cost of this legislation would be 0.15 of 1 
percent of payroll, as I understand the information that this com- 
mittee has received. 

Mr. Forr. As I understand it would be 0.15 percent of the payroll. 

Mr. Harris. That is right. Now, that added to the present esti- 
mated deficiency then would be about 1.06; is that the way you figure 
it? 

Mr. Forr. Yes; I think your figures are correct. 

Mr. Harris. Now, what I am trying to do is to estimate the amount 
of income into the fund to make it actuarially sound and what is 
actually the present drain on the fund. 

Mr. Forr. Yes, sir. 

Mr. Harris. And the net deficit is practically 1 percent of the pay- 
roll, estimated at $5 billion annually ? 

Mr. Forr. Yes, sir. 

Mr. Harris. And this valuation is of the year 1950; is that not 
right ? 

Mr. Forr. It is based on 1950 data, I am told. but taking into ac- 
count the 1952 amendments of the Social Security Act. 

Mr. Harris. Yes; I appreciate that, but it was based on the payroll 
of 1950 of $5 billion. ; 
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Mr. Forr, That is what I understand. Mr. Harris, I do not want 
to be slow in answering your questions, but I think people who follow 
me know a great deal more about this kind of thing than I do. 

Mr. Harris. I appreciate that, and I think that you know a great 
deal about it. I want to predicate a foundation here for questions 
on this matter. I would not like to have you answer questions that 
you feel you would not like to, you understand. Do not hesitate to 
say so if you would rather defer the questions to someone else. 

But, what I was trying to get at was the estimate on which the 
present situation is based. 

Now, in 1947 we had the fourth actuarial valuation released. Do you 
recall that ? 

Mr. Forr. I remember one was released some few years ago. 

Mr. Harris. They are released every 3 years; are they not ! 

Mr. Forr. Every 3 years. 

Mr. Harris. Yes. Now, in 1947, the fourth actuarial valuation esti- 
mate was on the basis of a payroll of $4,600 million, was it not ? 

Mr. Forr. I do not remember; but Mr. Matscheck no doubt knows 
what it was. 

I am told that is right. 

Mr. Harris. Now, I could go back to the 1944 and 1941 valuations, 
with reference to these estimates of the payroll, but I think that is 
sufficient to establish the point that I want to inquire about. 

Now, in 1945, we had an increase in benefits to the employees, did 
we not! 

Mr. Forr. In 1945—I thought it was 1946. 

Mr. Harris. Well, 1946 then. It started in 1945, perhaps, and did 
not culminate until 1946. 

Now, that adjustment was based on estimates that we had at that 
time, was it not / 

Mr. Forr. Well, you had estimates at that time and you made 
adjustments. I do not know whether it was based on them or not. 
In fact, I do not think they were. 

Mr. Harris. Well, the fact remains that we had estimates presented 
to us and we provided the benefits. 

Mr. Fort. That is right. 

Mr. Harris. Now, the estimates on which those benefits were based, 
turned out to be underestimates, were they not ? 

Mr. Forr. Well, I do not know whether they were underestimates as 
of that time or not. 

If this is what you have in mind, that these estimates have constant- 
ly switched, I think the reason for it is perfectly obvious. We have 
been living through a period of terrific inflation. Wages, I think, have 
increased 150 percent or maybe more—I do not have the exact figures 
in mind—since 1940 and with the increase in railroad wages you got an 
increase in payroll. 

Now, I do not think anyone anticipated that period of inflation would 
be as great as it was or as prolonged as it has been. Naturally as it 
developed, you got the situation I eae to, Mr. Harris. 

Now even that has lar gely runout. I donot know whether you were 
here when Mr. Matscheck testified. 

Mr. Harris. Yes, 1 was here. I heard him. 

Mr. Forr. You know, the higher the wages go, the more you have to 
change that estimate, for two reasons: In the first place, the higher the 
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payroll is, the smaller the burden of prior service because, based on the 
percentage of payroll, and in the second place, because of the bent 
formula that is provided by the law—that is the formula that makes 
aman get proportionately more in retirement with a less wage than 
with a higher one, with a maximum, however, of $300. So, as your 
pavroll goes us, of course readjustment in estimates becomes necessary. 

Now, the payrolls have gone up like no one anticipated, because I 
do not think before the war came anyone anticipated the period of in- 
flation and the period of increase in wages which took place. 

So that accounts, I think, for what you have in your mind. 

Now, beyond that, Mr. Matscheck called attention to the very inter- 
esting feature—and I am sorry you did not ask him some of these ques- 
tions, because he knows the answers better than I do—that so many 
of the wages have now come to the maximum of $300, that a continuing 
increase in the payroll due to increased wages would not produce that 
lessening of cost that it has up until now. Moreover I think that most 
of us join in the hope, if we do not join in anything else, that the period 
of inflation will not continue indefinitely. 

Mr. Harris. Well, the point is that during these various adjustments 
over the past several years, in order to be specially careful about the 
soundness of the fund, we have not taken any action at any one time 
but what we underestimated the costs as to the benefits. 

Mr. Forr. I would not say, Mr. Harris, that you underestimated as 
of that time; but I will say that there have been developments subse- 
quently of the character to which I have referred that made subsequent 
estimates cheaper from the point of view of cost, than estimates on 
which you operated. 

Mr. Harris. Yes. I appreciate that. But, we had the same argu- 
ments in 1946. We had the same arguments in 1949, and still we have 
been getting the same results since, and is it not a fact that the present 
payroll estimate for this year, has been over $100 million in addition 
to the $5 billion payroll of 1950 upon which this report was based. 

Mr. Forr. I am told that that estimate was not based on the actual 
payroll of 1950, but on a projected estimate of what payrolls would 
be in the future. I am also told that the payroll of 1951 and the 
payroll of 1952, were greater than the payroll of 1950. That is what 
you had in your mind, I guess. 

Mr. Harris. Let me read you from the report, on page 8 of the Fifth 
Actuarial Valuation of the assets and liabilities under the Railroad 
Retirement Act as of December 31, 1950. 

Taxable payrolls after 1950 for active employees are assumed to be equivalent 
to a level taxable payroll of $5 billion a year. 

They were projected into the future. They may have coincided 
with the 1950 payroll, but I do not know whether they did or not. 

Now, I will read the other statement immediately following: 

This figure is based on detailed estimate by the economic staff of the Board 
and is somewhat under the average taxable payroll of about $5,100 million for 
1951 and 1952. 

Mr. Forr. I think there is no question of that; but it was not based 
on the payroll of 1950; it was based on the payroll that they estimated 
or projected into the future, as I understand. You might read it. 

Mr. Harris. It says equivalent to level taxable payroll of $5 million 
a year. That is what the report itself says. I do not care to argue 
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the point, Mr. Fort ; but I do this merely to inquire—and I am seeking 
information—if this committee and the Congress has not been unduly 
cautious and careful about the fund in order to preserve it. 

Mr. Forr. I would not say unduly cautious. I would say unduly 
lucky. 

Mr. Harris. Lucky? 

Mr. Forr. Yes. 

Mr. Harrts. But, I would like to remind you that we have had the 
same argument during each one of these adjustments. 

: Mr. Forr. I am just as glad it turned out the way it did as you are. 

Mr. Harrts. I think we are all very glad of that; but the thing I 
want to point up here is that in view of your argument for the sound- 
ness of the fund, are we being now a little bit too cautious and under- 
estimating again? It means a lot for the future of the railroad em- 
ployees, and it means a lot to this great group of people. 

But, since we have had this experience over the period of years, I 
am wondering if this Board is correct, and you are correct, and others, 
that this is going to endanger the fund if we modify the present situa- 
tion insofar as this situation is concerned. That is what I am inter- 
ested in. 

Mr. Forr. Let me, Mr. Harris, say this, that I know no more about 
it than a grasshopper, except what I am told. I think if you would 
ask Mr. Matscheck, who was in part, as I understand it, responsible 
for this valuation, or if you would get the actuaries, or the actuarial 
statutory advisers of the board on the stand—they are the people who 
did that figuring. They can undoubtedly tell you what they figured. 

Mr. Harris. They are the same people who did the figuring in 1945, 
1946, 1947, and 1949, 

Mr. Forr. Surely. 

Mr. Harris. And did a good job, I think, of the ultimate objective, 
watching after this fund. 

Mr. Forr. I do not know about you, but I am quite confident that 
if I sat up all night from now until Christmas, I could not get an 
estimate that would be more reliable than the one these actuaries have 
brought forth. 


Mr. Harris. Well certainly I am not expert at actuarial problems 


° myself, but can you tell me whether or not the actuaries were in 
agreement on this report ? 
Mr. Forr. I do not know anything about it except what you see in 
the report. 
° 


Mr. Harris. I have had it reported to me that there was sharp 
disagreement between the actuaries themselves and the Board. 

Now, the other point on which you oppose this amendment is the 
assertion that an inequity might result from it. 

Mr. Forr. I say that apparently it would create more inequities 
than it would cure; yes. 

Mr. Harris. Now, there are contentions, as you have heard and 
as I have heard, and I can appreciate those viewpoints. 

Mr. Forr. Yes. 

Mr. Harris. After all it is an equity or inequity according to the 
principle that is adopted; is that true? 

Mr. Forr. According to the measure you use, as to what is equitable; 
yes, sir. 
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Mr. Harris. And consequently this problem here is to be deter- 
mined upon whether or not, as a matter of policy, the Congress is 
going to continue this restriction or is going to give the increase in 
benefits to these e mployees with prior service. 

Mr. Forr. Which would bring about or result in the most equitable 
or just adjustment. 

Mr. Harris. Now we are getting right back to the point as to 
whether or not it is just and whether or not it is equitable. 

Mr. Forr. Yes; that is the question. 

Mr. Harris. Do you believe in compulsory retirement ? 

Mr. Forr. Do I believe in compulsory retirement ? 

Mr. Harris. Yes. 

Mr. Forr. Well, I would hate to make up my mind on that on a 
moment’s notice, and I have not reached a conclusion. 

Mr. Harris. Well, I can appreciate that viewpoint; but I will put 
it this way. Do you believe that the law should provide for compul- 
sory retirement ? 

Mr. Forr. I am not in a position to give an advised answer to that. 
Do you? 

Mr. Harris. No; I do not believe that the law should provide for 
compulsory retirement. 

Mr. Forr. It does not now, does it? 

Mr. Harris. That is the point I am going to ask about. In fact, 
does this not bring about compulsory retirement of people who are 
not any longer working with the railroad and want to go out and 
get e mployme nt where they are covered by social security ¢ 

Mr. Forr. I do not think it does; no, sir. 

Mr. Harris. Well, they either have to give up their prior service 
benefit or retire, one or the other; have they not ? 

Mr. Forr, Either got to give it up or retire / 

Mr. Harris. Yes. 

Mr. Forr. Oh, no. They 

Mr. Harris. They have got to do that or take the reduced benefits. 

Mr. Forr. That is right. 

Mr. Harris. Or else they are not permitted to work in covered em- 
ployment. 

Mr. Fort. Yes: that is correct. 

Mr. Harris. All right. Now, under the present law, if a man be- 
comes eligible for railroad retirement, and can also qualify for bene- 
fits under civil service 

Mr. Forr. I beg your pardon, but someone coughed and I lost some- 
thing that youasked. Will you ask that question again? I lost part of 
youl question. 

Mr. Harris. If a person could qualify under the Railroad Retire- 
ment Act and at “te Reise ai he had a sufficient number of years under 
civil service and could qualify, when he reached the retirement age, 
could he draw both the railroad retirement and civil-service retire- 
ment ¢ 

Mr. Forr. Well, I have heard that he could. 

Mr. Harris. That he could? 

Mr. Forr. Yes. Ihave no knowledge of it except what I have heard. 
I have heard that he could; yes, sir. 

Mr. Harris. He could ? 

Mr. Fort. Yes, sir. 
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Mr. Harris. I see. 

Mr. Forr. There are some systems under which that could be done 
and there are some systems where it cannot be done. 

Mr. Harris. Is it equitable or inequitable for a man to be permitted 
to draw both civil-service and railroad-retirement benefits / 

Mr. Forr. Well, whether there are any special circumstances with 
a to civil service, I do not know. There may or may not be. 

, I could not give any answer that would take into account those 
ome ial circumstances. 

But ! do not think, Mr. Harris, that it is equitable that a man witha 
split service, who pays somewhat smaller taxes during the time he 
works should get considerable larger pensions or retirements than a 
man who has had all his service in one industry and has paid the 
higher taxes. That does not seem equitable to me. 

Mr. Harris. It does not seem equitable to you ¢ 

Mr. Forr. No, sir. 

Mr. Harris. All right. Suppose he retires and goes out into some 
emplovment of his own which does not come under social security and 
earns money on which to live. Now, should he be penalized on his 
railroad retirement because of that ¢ 

Mr. Forr. You mean at the time his railroad retirement annuity 
is reduced. I would not use the word “penalize,” because we do not 
agree on that. You mean he goes out in self-employment é 

Mr. Harris. That is right, not covered by social security. 

Mr. Forr. Should it be reduced ¢ 

Mr. Harris. That is right. 

Mr. Forr. It is not, under the law, as I understand 

Mr. Harris. That is right. It is not. 

Mr. Forr. I do not give you an answer that I would vouch for, 
particularly, because I never thought of it before, but I would not 
think it should be reduced, no, sir. 

Mr. Harris. I would not think so, either. I am trying to get this 
question of equity or inequity. 

Mr. Forr. MY point on that is very simple. It may not be com- 
pletely comprehensive. On these things, as someone said, you cut 
with a kind of broadax. You do not work with the exactitude that 
maybe you would like to. My point is simply that I do not see any 
equity in paying from the Government—and these are both Govern- 
men schemes—to a man who has had part of, say, 30 years’ service 
in the railroad industry and part outside, a very substantially larger 
proportionate benefit than he would receive if he continued to work 
the entire time in the railroad business. 

That is my whole story. If that does not appeal to you as having 
any basis of reason in it, then we disagree on an important point. 

Mr. Harris. I appreciate that, but you can understand what I have 
in mind, and the thing that disturbs some of us is why such a prin- 
ciple would apply in some instances and it would be equitable, and 
if it were applied in other instances it becomes inequitable. That 
is the thing I am trying to clear up if I can. 

Mr. Forr. It may be a thing that cannot be worked out with the 
exactitude and the nicety that you would like. I have no doubt that 
under this present system, as I said in my direct, there may be cases 
of inequity, and if there are and you can have a law which would cure 
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such inequity without its doing much harm at the same time, I would 
not be against that. But here the proposal is to repeal the dual bene- 
fit provision. As I view it, if you do repeal it—and I base this on 
the figures that Mr. Matscheck showed to you—you bring into effect 
a great many more inequities than you cure. It seems to me that 
is obvious from table II of Mr. Matscheck’s statement. é 

It isa simple thing. It isa clear issue. You may not agree with 
me, but that 1s the point I make. 

Mr. Harris. I am not asking this to indicate whether I agree or 
disagree. Iam trying to clear the record on it. You base your whole 
question of inequity that a man must continue his services in the 
railroad. 

Mr. Forr. Oh, no, not at all. 

Mr. Harris. Yes, you do now. You say that you must continue 
your service in the railroad. If you do not and you go out on the 
outside and you are permitted to take what you are entitled to under 
the present law of railroad retirement, and you make some money 
some other way, it is inequitable if you are drawing more ultimately 
than if you had continued to work in the railroad. That is the basis 
of your statement, and the table which you have given us. 

Mr. Forr. Mr. Harris, it is entirely proper that you should ask 
questions in your way, and it is entirely proper, as 1 understand it, 
for me to make my answers in my way. 

Mr. Harris. I appreciate that. 

Mr. Forr. I do not take the position at all that a man should be 
forced to stay with the railroad. That has nothing whatever to do 
with the position that I take, and I am sorry that you misunderstood 
me. My position is that if he does not work all of his time with the 
railroad but works part with the railroad and part outside, then I see 
no reason why he should get very much superior retirements by rea- 
son of having made that shift. That is the whole thing. 

Mr. Harris. Why not apply it to everybody, then ? 

Mr. Forr. I would not object if you did. 

Mr. Harris. I can appreciate that. Certainly knowing you as well 
as I do, I’ know that is what you believe. 

The poliey under the railroad retirement bill as we have discussed 
it here is different from the policy under social security. In other 
words, if there are dual benefits for this particular group, the reduc- 
tion comes from the amount he received from railroad retirement. 
There is no reduction in any way from the amount that he receives 
from social security, is there ? 

Mr. Forr. That is correct. So far as the man is concerned, with 
his combined benefits, it would not make any difference to him whether 
the reduction is in one or the other, or part in one and part in the 
other. 

Mr. Harris. I think it does make a great deal of difference as to the 
law where the principle applies. The principle applies in one way 
to the Railroad Retirement Act. It applies in a different way to the 
Social Security Act. 

Mr. Forr. 1 would not look at it in quite that way, Mr. Harris. 
You have a man who is getting double benefits. The law provides 
under certain circumstances for an adjustment of those combined 
benefits. Whether you adjust it by cutting a certain amount from 
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railroad retirement or a certain amount from social security benefits, 
or a certain amount from each, is a matter of no particular concern, 
if any at all, to the man, because he is interested in his combined 
benefits. 

Mr. Harris. I appreciate that, but you take the man who is on so- 
cial security and is drawing benefits from some other source, he has 
to take no reduction whatsoever. 

Mr. Forr. You mean some other source other than the railroad 
retirement ? 

Mr. Harris. That is right. 

Mr. Forr. As I stated, the important fact is the combined benefits 
when you have these two working together. If you work under social 
security and some system other than railroad retirement, I would 
have to know more about what other system you are talking about. 

Mr. Harris. One final question, which is merely for the purpose of 
getting your reaction to it. The whole question revolves about the 
integration feature, as I understand. That is my impression, at any 
rate. What would be your reaction to the idea of ultimately settling 
these problems really on a more equitable basis of, say, having the 
railroad retirement system purchase that to which it would be entitled 
under social security, with the percent of the pay roll that would be 
required, and take the additional percentage of the payroll that is 
paid into the railroad fund, and provide the additional benefits which 
that fund would stand. 

Mr. Forr. Mr. Harris, I responded to Mr. Younger’s question by 
saying it is my understanding that that integration provision of the 
Railroad Retirement Act now providing for the transfer between the 
funds, accomplishes substantially what you have in mind. 

Mr. Harrts. | had not thought of it that way. 

Mr. Forr. I think it does. 

Mr. Harais. I thought it did it just in part. 

Mr. Forr. I think it does in very large part, almost entirely. 

Mr. Priest. Will the gentleman yield ¢ 

Mr. Harris. Yes. 

Mr. Priest. That would apply only to those with less than 10 years’ 
service, would it not, Mr. Fort? 

Mr. Forr. Mr. Priest, that applies to all, because there is a provi- 
sion for transfer of moneys and laibilities between the two funds 
which, as I understand it, is designed and does have the effect very 
generally of a reinsurance by the Railroad Retirement Board with 
social security up to the extent of social-security benefits and taking 
into account social-security taxes. 

Mr. Harris. Mr. Fort, I thank you very much. 

Mr. Chairman, I am sorry to have taken so much time. 

The Cuatrman. The time has not been wasted. Your questioning 
has been very helpful to the committee in obtaining a full understand- 
ing of the situation. 

Mr. Sprincer. Mr. Chairman? 

The Cuarrman. I had previously recognized Mr. Hinshaw. 

Mr. Hrnsuaw. Mr. Fort, this expression may sound facetious, but 
I have a statement in a letter before me from one of my railroad men 
who is now apparently retired, as a fact. I do not know whether this 
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sort of thing is the general practice or not. He says in his last para- 
graph: 

Incidentally, although urged by railroad-retirement and social-security em- 
ployees who accepted my claim to file for unemployment to which I am legally 
entitled, I refused on the ground that morally I had no right to accept both 
unemployment and retirement payments at the same time. 

Do you know whether it is customary in the railroad retirement and 
social security upon their applying for the compensation that they are 
entitled to for retirement that they are also entitled to unemployment 
compensation ¢ 

Mr. Forr. I am quite sure, Mr. Hinshaw, that if a man had retired 
from the railroad industry he would have no claim for unemployment 
under the railroad unemployment statute. It is not clear to me what 
the writer of that letter has in mind. 

Mr. Hrnsuaw (reading) : 

Although urged by railroad-retirement and social-security employees who 
accepted my claim to file for unemployment to which I am legally entitled, I 
refused * * *, 

Mr. Forr. I do not know what the situation is, and I do not under- 
stand it any more than you do. 

Mr. Hinsnaw. This case as presented is apparently the King 
Solomon case of all time: 

On an accumulated basis, I have 40 years of railroad service, 35 of which was 
with 1 company. On July 1, 1923, I was assigned to an operating company 
jointly owned by the company and another transportation company and served 
continuously until November 1948, when I was transferred back to the parent 
company. During the entire period of employment prior to and after 1937, my 
salary was paid one-half by each company, one under railroad retirement and 
the other under social security. So I was actually paying a premium on both 
from 1937 to 1948, the reductions running concurrently, and at no time inter- 
mittently. 

I am now advised by the Railroad Retirement Board that my pension is based 
upon $75.27 a month, a reduction of $44.01 a month, the amount attributable to 
service prior to 1937. The social-security award is $70 per month, for a total 
of $145.27 a month, this in spite of the fact that I was assessed during the entire 
period of coverage on $300-per-month salary basis for each. In other words, I 
actually paid for twice what I received. 

I am not familiar with other cases; but if mine is a fair example, then it would 
appear that something should be done to correct it. 

Mr. Forr. I think if the man has contemporaneous service inside 
and outside, and pays a tax under railroad retirement and a tax under 
social security, and then gets nothing but railroad retirement and gets 
no social security, that is an inequity and an injustice and something 
should be done to take care of it. Certainly he ought not to pay both 
those taxes. Whether he should make an election as to which system 
he wants to be under and which tax he pays and which benefits he gets, 
I do not know. But I would like to say, Mr. Hinshaw, that this bill 
before you goes 

Mr. Hixsuaw. This man had no choice, Mr. Fort. He was assessed 
by both funds concurrently. 

Mr. Forr. I say I think that is wrong. 

I just want to say to you that the bills before you go very much 
further than taking care of a situation of that kind. 

Mr. Hinsuaw. That, I understand, is the case where they work for 
Western Union and the railroad. This was undoubtedly ‘something 
like that where the company was jointly owned by the railroad and 
another transportation company. 
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Mr. Forr. I certainly do not think the man ought to pay taxes under 
a system where he is not going to get anything. 

Mr. Hinsraw. What are you going todo? Are you going to refund 
him one or the other tax? He has been working since oo 

Mr. Forr. I do not know just what you should do, but certainly 
some law could be written that would reach that. These bills that you 
have before you now far overreach any situation of this kind. This 
is just a very minor thing in the field that would be covered by the 

bills that are in front of you. I do not see any justification for a situa- 
tion like that. There may be some, and someone else may tell you 
what it is, but I don’t see what it is. 

Mr. Hinsuaw. At all events, you certainly cannot answer the ques- 
tion whether that man is entitled to unemployment compensation. 

Mr. Forr. I never a of that. You may be able to get an answer 
from some other witness, but I never heard of such a situation. 

Mr. Hrnsuaw. He says here that he is oo ally entitled to it and they 
have both recommended that he file for it, and he refused. 

That is all, Mr. Chairman. 

Mr. Forr. I have nothing else to volunteer. 

The CuatrmMan. Does anybody have any question they would like 
to ask of Mr. Fort ? 

Mr. Youncer. I have two questions. 

The CuHatrman. Proceed, please. 

Mr. Youncer. On this matter of the railroads and their pensions 
that they are paying now to the retired employees who were considered 
as pensioners at the time of the enactment of the Railroad Retirement 
Act, is the railroad still conributing to some of them ? 

Mr. Forr. As I understand it, that is paid by the Railroad Retire- 
ment Board out of the funds they raise through taxes. 

Mr. Youncer. You mean the entire amount, that the railroads 
themselves are not contributing to anybody now ‘ 

Mr. Forr. Are you speaking now of pensioners who were pensioners 
in 1937? 

Mr. Youncer. That is right. 

Mr. Forr. And still pensioners / 

Mr. Youncer. That is right. 

Mr. Forr. They are paid out of the railroad retirement fund under 
the provision of the act and they are paid as Mr. Schoene told you, in 
accordance with how they were being paid prior to that time. 

Mr. Youncer. We had a case of a $150 pension and the man retired 
in 1936. He was entitled to that pension. Under the plan of the 
Railroad Retirement Board he is entitled to an annuity of $100. Are 
they paying the pensioner—I mean the Railroad Retirement Board— 
or are they paying him $100? 

Mr. Fort. I am told they are paying $100. 

Mr. Youncer. Who pays the other $50? 

Mr. Forr. The railroad, if he is paid. 

Mr. Youncer. That is the point I tried to get in a while ago, that 
the railroads are still contributing to the pensions of these people. It 
is not all coming out of the railroad retirement fund, is that not 
true? 

Mr. Fort. There may be instances, I do not know. Ordinarily those 
pensioners are being paid by the railroad retirement fund. 

Mr. Youncer. How about it, Mr. Harper? 
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Mr. Harrer. Under the private railroad pens ion system they com- 
pute a man’s annuity on the basis of their own formula. If that figure 
is $150 a month, and that man gets $100 from the Retirement Board, 
the railroad pays him the additional $50. 

Mr. Youncer. That is all I wanted to get in. 

You intimated this morning, Mr. Fort, in your opinion it would 
probably be a good thing if the dual benefits were restricted from 
everybody, not only from those who had prior service to 1937. Is that 
your opinion ¢ 

Mr. Forr. I do not think I meant to take a position on that point. 
Someone was drawing a contrast between those people and those who 
had prior service. I said so far as I was concerned I would be per- 
fectly willing to have the dual benefits eliminated, even if there were 
no prior service. 

Mr. Youncer. You included both classes ? 

Mr. Forr. I am not sponsoring any such thing. I called attention 
to the fact there is no issue on that. 

Mr. Youncer. That is your personal opinion / 

Mr. Fort. I would not say that I have a considered, deliberate 
op! inion on it. I did not come here to testify on that question. There 
is no issue on it. 

Mr. Youncer. That is all. 

Mr. Fort. May I say just one thing. You called attention to a let- 
ter from the Retirement Board to some annuitant in which they said 
as long as he lived he would get $120. That was in 1944? 

The CHamman. Yes. 

Mr. Forr. | just cal! vour attention to the fact that. as I understand 
it, in 1948 he got $144. So that letter about the $120 only held for 
those 4 years up to 1948. In other words, he had no fixed sum at $120? 

The Cuatrman. I think we can all recognize having received $148 
it was much harder to understand why it was to $144, below the 
amount he originally received. I assumed that was done with the 
idea he had been overpaid before. 

Mr. Fort. When he got the $144 in 1948 he did not write to the 
Railroad Retirement Board and say, “I had a letter from you in 1944 
that said I was going to get $120 all my life. Something is wrong 
about this extra $24.” 

The Crarrman. I think you have had enough experience in life 
about that. 

Mr. Forr. Thank you very much. 

The CHarrman. The next witness is Mr. Schoene. 


STATEMENT OF LESTER P. SCHOENE, COUNSEL, RAILWAY LABOR 
EXECUTIVES’ ASSOCIATION, WASHINGTON, D. C. 


Mr. Scnorenr. Mr. Chairman and members of the committee, I 
want to say at the outset that I very much appreciate the courtesy of 
the committee and of Mr. Fort in accommodating their procedures 
to my time schedule. 

My name is Lester P. Schoene. 

The Cuarrman. Do you have a statement, Mr. Schoene? 

Mr. Scnoenr. I do not have a prepared statement, Mr. Chairman. 
I am speaking extemporaneously. 
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I am a lawyer engaged in the practice of law here in Washington. 
My address is 1625 K Street NW. I appear kere as counsel for the 
Railway Labor Executives’ Association. 

Most of the members of the committee. I am sure, are well : 
quainted with the composition of the Railway Labor Seasediond 
Association, but for the sake of the record I think I should state that 
that is an association composed of the chief executives of 19 standard 
railway labor organizations and the president of the railway em- 
ployees’ department of the A. F. of L., which is in itself an association 
of some 7 organizations that are also independently represented in 
the association. 

The organizations represented in the association are: 

Switchmen’s Union of North America 

The Order of Railroad Telegraphers 

American Train Dispatchers’ Association 

Railway Employees’ Department, A. F. of L. 

International Brotherhood of Boilermakers, Iron Ship Builders and 

Helpers of America 
International Association of Machinists 
International Brotherhod of Blacksmiths, Drop Forgers, and Helpers 
Sheet Metal Workers’ International Association 
International Brotherhood of Electrical Workers 
Brotherhood Railway Carmen of America 
International Brotherhod of Firemen and Oilers 
Brotherhood of Railway and Steamship Clerks, Freight Handlers, 

Express and Station Employees 
Brotherhood of Maintenance of Way Employees 
Brotherhood of Railroad Signalmen of America 
National Organization Masters, Mates, and Pilots of America 
National Marine Engineers’ Beneficial Association 
International Longshoremen’s Association 
Hotel and Restaurant Employees and Bartenders International Union 
Railroad Yardmasters of America 
Brotherhood of Sleeping Car Porters 

The Railway Labor Executives’ Association has, of course, taken 
a very active interest in all matters relating to railroad-retirement 
and unemployment-insurance legislation. It was this association 
which, beginning around 1930, urged upon Congress the enactment. of 
railroad-retirement legislation, and persuaded Congress to enact the 
act of 1934. 

When that act was found unconstitutional, it was also the Railway 
Labor Executives’ Association that persuaded Congress to enact the 
1935 act. 

When that got into difficulties in the courts, it was this association 
which negotiated with the Association of American Railroads the 
agreement which resulted in the enactment of the 1937 law. 

Since that time, in all the major amendments that have occurred 
in the Railroad Retirement Act and in the Railroad Unemployment 
Insurance Act, the action which Congress has taken has been sub- 
stantially that recommended by the Railway Labor Executives’ Asso- 
ciation. In the case of the 1951 amendments, the bill you finally 
enacted was somewhat different from that which we recommended, 
but embodied in very substantial part the recommendations we made, 
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and we agreed with other parties interested to go along with the bill 
as it was finally enacted. 

In the handling of the interests of the association in these matters 
of railroad-retirement and unemployment-insurance legislation, we 
have a standing committee which is constantly giving attention to 
those matters. That committee is under the chairmanship of Mr. 
George M. Harrison, the president of the Brotherhood of Railway 
and Steamship Clerks. 

In addition to Mr. Harrison, the committee is composed of Mr. G. 
E. Leighty, who is the president of the Order of Railroad Teleg- 
raphers,, and also chairman of the association, of the Railway Execu- 
tives’ Association; Mr. T. C. Carroll, the president of the Brother- 
hood of Maintenance of Way Employees: Mr. Michael Fox, president 
of the railway employees’ department of the A. F. of L.; Mr. C. D. 
Bruns, vice president, Sheet Metal Workers’ International Associa- 
tion; and Mr. J. M. Bishop, secretary-treasurer of the National Or- 
ganization Masters, Mates, and Pilots of America. 

This committee, as I say, gives constant and continuing considera- 
tion to the railroad-retirement and unemployment-insurance system, 
and it is constantly interested in any proposals or any necessities for 
the improvement and liberalization of the benefits provided by the 
Railroad Unemployment Insurance Act or Railroad Retirement Act. 

It has given a great deal of consideration to the question of whether 
any changes in the present railroad-retirement legislation are needed 
at this time: whether they should be recommended to Congress. 

In considering questions of that type, it has been the univer rsal policy 
of the committee and of the association to address itself, first of all, 
to the question of whether funds are available or can be made available 
for the payment of improved benefits or liberalization of qualifica- 
tions, because that is the first and primary consideration. We cannot 
spend money we do not have. 

We have a very long-range program in the railroad-retirement 
system which promises the payment of benefits to people now working, 
to people who will be employed in the future for many, many years 
to come, and it is absolutely essential that we maintain a solvent re- 
tirement fund which can carry out the promise of the payment of 
those benefits. 

Of course, in considering whether funds are available or can be 
made available, various possibilities must be considered. 

There is, first of all, the question: Is the system overfinanced by 
the present tax rate and benefit requirements? 

On some occasions in the past, we have felt that there was some de- 
gree of overfinancing, and that there was room for increasing benefits 
or liberalizing benefits without the necessity of raising any additional 
funds. That occurred particularly in 1948, when we were able to 
recommend to Congress—and I think soundly—that the benefits be 
increased by 20 percent without any addition to the revenues coming 
in. 

I think experience bore out our feeling at that time, that there was 
overfinancing which made such a provision possible. 

On other oceasions we have come to you and we have recommended 
increases in the tax rates. I have particular reference to the period 
of 1945 and 1946, when it was our judgment that the financing pro- 
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vided for the retirement act at that time was less than its actual 
requirements. 

In addition to that, we were recommending to you substantial addi- 
tions to the benefit provisions, and we recommended to you at that 
time the present scale of taxation. 

It may be worthwhile to remind you that under the original act, 
the tax rate began at 234 percent on employees and a like amount on 
the employers. Under the original act that was scheduled to rise to 
an ultimate ceiling of 334 percent. 

Under the legisl: ition ‘which we recommended to you in 1946 and 
which you adopted, the tax was increased immediately to 534 per- 
cent, and the present scale of taxation with the present ceiling of 61 
percent was adopted, a very substantial increase in the taxes pro- 
vided. 

We have also from time to time considered the possibility of savings 
through one device or another in the schedule of benefits or the eligi- 
bility requirements, and some of those have been adopted. 

In connection with the amendments that we proposed in 1951, we 
did not feel—and I think we were correctly expressing the practically 
universal sentiment of all the railroad employees—that we could 
recommend to you any further increase in the tax rate. We did rec- 
ommend to you that the maximum taxable compensation per month 
be increased from $300 to $400. 

Congress did not see fit to adopt that recommendation, and conse- 
quently there has been no increase in the available revenues from that 
source. 

We have recommended to you a number of ways in which funds 
could be saved to make possible the increases in benefits that were ab- 
solutely and essentially required in the 1951 period. Some of those 
you did adopt. Others you did not. 

One of those which we recommended and which you did not adopt 
was a work clause similar to that in the social-security system. An- 
other which we recommended to you, and which you did adopt, was the 

restriction on the payment of dual benefits in the area in which credit 

was being given under the railroad-retirement system for untaxed 
prior service, and was also in effect being credited under the Social 
Security Act through the particular type of formula that is used there 
in the computation of benefits. 

Now you have before you the question of whether that particular 
method of saving should be elimimated. Approaching the question, 
as we always have in the Railway Labor Executives’ Association, first 
of all from the standpoint of what is our financial situation—is there 
money available or money that can be made available—our associa- 
tion has come to the conclusion that there is no money available, and 
we see no prospect of making money available on the basis of what 
we now know, for any additions to cost of the railroad retirement 
system at this time. 

In arriving at that conclusion, we of course have before us the Fifth 
Actuarial Valuation, which has been recently completed by the Rail- 
road Retirement Board and which constitutes a rather comprehensive 
survey of the whole financial situation. That actuarial report shows 
that, according to the present estimates, this system is costing 13.41 
percent of payroll on the basis of the estimated future payrolls of $5 
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billion per year. That is somewhat less than was estimated by the 
Board at the time the 1951 amendments were under consideration. In 
other words, at the time the 1951 amendments were under considera- 
tion, the Board estimated that the bill which we recommended, which 
was originally introduced by Mr. Crosser, would cost 14.13 percent of 
payroll. It was estimated that the bill as passed would cost 14.43 per- 
cent of payroll. In other words, three-tenths of 1 percent of payroll in 
excess of the bill that we recommended. 

Naturally, the fact that the report of the fifth valuation shows a 
lesser percentage than was then estimated—— 

Mr. Dotiiver. What was that percentage again ? 

Mr. Scnoene. In the actuarial valuation, 13.41 percent. 

Mr. Harris. What was the other one? 

Mr. Scuoener. 14.13 was the estimate on the bill as introduced, and 
14.43 on the bill as passed. 

After the Social Security Act amendments of 1952, that resulted 
in some reduction of our costs by reason of the financial interchange 
provisions, and that resulted in a revised estimate at that time of 14.1 
percent. 

I say that is very encouraging, because I would be most seriously 
disturbed if that had not occurred, because when I appeared before 
this committee in 1951, and Mr. Leighty, the chairman our our associ- 
ation, appeared before the committee recommending the enactment 
of the legislation at that time, we indulged in some predictions. We 
predicted that experience would show that the actual cost would be 
less than was at that time estimated by the actuaries. That was in 
accordance with prior experience, the sort of experience that Mr. 
Harris has referred to this morning in his questioning of Mr. Fort. It 
was our view then, and is still is our view, that eventually experience 
will show that this system can be financed within the 1214 percent 
of payroll income that we have, but I want to bring very ser riously to 
your attention that that requires that experience in the future show 
a reduction of 0.91 of a percent of payroll below that which is now 
shown by the Fifth Actuarial Valuation. In other words, while we 
have said to you from time to time that experience has tended to 
show an actual cost less than the actuarial predictions, we cannot 
finance a system which actually costs 13.41 percent of payroll with 
1214 percent of payroll. It simply won't work. In other words, if 
experience should show .that the 13.41 estimate provided by the Fifth 
Actuarial Valuation is the actual cost, then employees in the future 
will have to pay additional taxes or the benefits will have to be re- 
duced, because we cannot come out. 

I say that the experience of receiving this Fifth Actuarial Valua- 
tion as against the estimates made in 1951 is encouraging, but it is 
encouraging only in indicating that what we relied upon to finance 
the 1951 amendments is in fact being borne out, not that we have some 
unanticipated excess revenue. We have no excess revenue. 

On the basis of the present estimates, we have a deficiency still. 
That being the case, and being unable to say from the brief experience 
since 1951 to what extent this deficiency will be absorbed in actual 
exper ience, we are unable to recommend to this committee or to the 
Congress. at this time any legislation which would increase the cost 
of the system. 
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That being our considered judgment as to our financial status, we 
really do not reach the question as to what we would recommend be 
done with the additional money if we had it. There is not much point 
in considering what you would spend your money for if you had some 
money which ° you do not have. 

However, it has been our practice in the past, if we find that there 
are funds available or that funds can be made available, to address 
ourselves to the question of whether and in what respects can those 
funds most equitably be distributed in the form of additional bene- 
fits or more liberal benefits or more liberal conditions for qualification. 

If we were considering that question, I do not think we would reach 
the conclusion that any execss revenues should be devoted to elimi- 
nating the restriction on dual benefits as it now exists in the present 
Railroad Retirement Act, because we would consider the overall equi- 
ties of the system, the equitable claims of the individuals affected by 
the dual-benefit restriction in comparison with the equitable claims 
of all others affected by the system. When you consider the equities 
of these respective claims, there are, of course, a lot of factors that 
you have to take into account. 

I certainly would not say to this committee that in the absence of 
the dual-benefit restrictions the beneficiaries who are now affected by 
it would be getting too much money in an absolute sense. I think 
the amounts of money that we are able to pay through the railroad- 
retirement system or through the social-security system, or through 
both combined, when compared with what it costs to live, is not exces- 
sive. The question of whether payments would be excessive in the 
absence of this dual-benefit restriction has to be considered, not in 
absolute terms, but in terms of how it compares with what we are able 
to do for others. 

Approaching it from that standpoint, I think we have to give con- 
sideration in the first place to the fact that the prior service credit, 
which is the maximum to which an annuity can be affected by the dual- 
benefit restriction—the prior service credit was provided for in the 

ailroad-retirement system not as a matter of equity, but as a matter 
of necessity. Strictly as a matter of equity, I think one would not 
recognize any untaxed service, but obviously if you are going to set up 
a retirement system that works, those who are then at retirement age 
and who will immediately thereafter or in the early years of the system 
retire, must be able to retire on something like an adequate annuity. 

There are various ways in which that can be provided for. You 

can do it by providing prior service credit as the railroad-retirement 

system does. You ean do it by a loaded benefit formula which gives 
special advantage to those retiring in the earlier years of the system, 
as the social-security system does. 

Whichever way it is done, I think it should be recognized that it is 
done as a matter of necessity and not as a matter of equity. 

The result of providing prior service credit in the railroad-retire- 
ment system was cau diately to start this system off with an unfunded 
liability of several billion dollars. That, under the system of financing 
that is used, will never be liquidated, but it is necessary to include in 
the annual current charges on the employers and the employees, an 
amount equivalent to interest on the unfunded liability in addition to 
what is paid by way of contributions by employers and employees for 
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the cost of the benefits to those who now enter or will enter the system 
in the future. 

The Fifth Actuarial Valuation shows that the so-called normal cost 
for new entrants into the system is not the 13.41 percent of payroll, 
which is the overall cost, nor the 1214 percent, which is the income, 
but 7.66 percent. 

Mr. Heselton, you referred to a figure in the actuarial report the 
other day of 11.07 percent, which represents a somewhat different 
item from the normal cost of new entrants. That 11.07 is the normal 
cost of new entrants plus what we pay to the social-security system 
with respect to new entrants to a that portion of the unfunded 
liability that has been taken over by the social-security system, but 
the actual normal cost for new entrants as shown by the Fifth Actu- 
arial Valuation is 7.66 percent. 

That means that employees who are now entering the service or who 
will enter the service in the future are getting total benefits under 
the Railroad Retirement Act which would cost, with respect to them 
alone, only 7.66 percent, but actually 1214 percent is being paid into 
the fund with respect to their service. 

In other words, looking at it another way, looking at the employee 
contributions as being a payment made by him for his benefits, he pays 
614 percent out of that 7.66 percent, and only 1.41 percent of the 
61, which the employer pays with respect to his service actually goes 
to — iy for his benefits. The rest is a charge by reason of the unfunded 
liability. 

I do not want to give the impression that the unfunded liability 
arises wholly out of prior service credits, but it does in a substantial 
degree. We started out with a substantial unfunded lability by 
reason of crediting prior service as a matter of necessity. That has 
been increased since then in several ways. One reason for its increase 
is that from 1937 to 1946, the tax rate being currently charged was 
less than was actually necessary to finance the benefits. We corrected 
that in 1946. 

Another reason is that in the several liberalizations of benefits that 
have occurred, those liberalizations were applied to those who had 
already retired as well as to those retiring in the future, although there 
were no tax collections to pay for it. 

I point these things out because, when you are considering equities, 
you have to consider the equitable claims not only of those who are 
now retired among themselves, but also the equits able claims of those 
who are going to retire in the future, because it is their contributions 
and the contributions made by the employers with respect to their em- 
ployment that, in a very large measure, have to pay for any benefits 
extended to those who are now retired. 

I have said that we provided in the original legislation for prior 
service credit as a matter of necessity, not as a matter of equity. The 
social security system does in effect the same thing through a loaded 
benefit formula. When the Social Security Act was amended in 1950, 
it contained very, very liberal provisions in that regard for those re- 
tiring immediately or in the next few years. 

With respect to those e mployees who would qualify for that benefit 
and also qualify for a railroad retirement benefit based in whole or in 
part upon prior service, two separate and independent methods of 
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meeting this necessity would have been applicable in the absence of 
the dual benefit restriction. 

It was our feeling—and it still is our feeling—that as a matter of 
equity and sound policy, that need for providing adequately for the 
people retiring in the earlier years of the system should be met, but it 
need not be met twice, as it would be in the absence of the dual benefit 
restriction, 

When we look at the way it actually operates, I will not repeat the 
figures that Mr. Matscheck has presented and to which Mr. Fort has 
directed your special attention, but I think you ought to look at them 
very carefully. . Both in the specific examples that Mr. Matscheck pro- 
duces of actual cases selected at random from the rolls of the Board, 
and in the statistical summary of the overall operation of this provi- 
sion, it appears very clearly that, on the average, the people affected 
by the dual benefit restriction neverthless derive in total benefits from 
the two systems a greater benefit than do those who stay in the railroad 
industry and have all their employment under the Railroad Retire- 
ment Act. 

That being the case, it does not appear to me that there is any penalty 
or inequitable operation of this dual benefit restriction. 

Further, I would like to address myself for a moment to what had 
been considered by many to be a serious problem about the railroad 
retirement system prior to the 1951 amendments. As many members 
of this committee know, repeatedly throughout the period from 1937 
to 1951, it was urged in Congress and out of Congress that there was 
no justification for maintaining the railroad retirement system as a 
separate system; that since we had a social security system we ought 
to have railroad employees under social security and either have no 
railroad retirement system or at most have only a supplemental sys- 
tem. 

Even before the 1950 amendments to the Social Security Act, that 
was urged repeatedly as a serious problem. 

I may refer, for example, to a study made in 1948, I believe it was— 
let me check the date—the report was made in 1949, but it was a study 
made in the 80th Congress by the Senate Committee on Finance, which, 
as you know, has jurisdiction over the social security matters in the 
Senate. They appointed an advisory committee of experts and repre- 
sentatives of industry and labor to study the whole problem of social 
security in this country; and among other things, they addressed 
themselves to the problems of the relationship of social security and 
the railroad retirement system. 

This advisory committee of the Senate Committee on Finance ad- 
dressed itself to the problem of the relationship of social security to 
railroad retirement, and it raised serious questions concerning the 
coincidental existence of the two systems. 

The two questions it considered most serious were, first, the problem 
with respect to employees who are casually employed in the railroad 
industry and who spend most of their life in social-security employ- 
ment but who have this casual railroad employment. The other was 
the matter of dual benefits through substantial employment in the 
railroad industry and relatively brief employment but sufficient to 
qualify under the social security system. 

By the 1951 amendments to the Railroad Retirement Act, both of 
those objects of criticism were substantially cured. By providing the 
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10-year minimum service requirement under the Railroad Retirement 
Act, and crediting the railroad employment of those people under the 
Social Security Act, the problem of the short-service casual employees 
was in our judgment solved ; and by the dual benefit restriction which 
you have here under consideration, the problem of dual benefits was 
very largely solved. It was solved entirely insofar as the dual benefit 
Is a gratuity provided out of necessity. 

I think the committee should consider in its consideration of these 
bills that this dual benefit restriction is not wholly a matter of saving 
money. It is tosome extent a matter of saving money, but it is in addi- 
tion to that an expression of policy as to the balanci ing of the equitable 
claims of these people as against the present and future employees 
who are paying for a good share of this benefit. 

It is also an expression of policy in the adjustment of the relation- 
ships between the railroad retirement system and the social security 
system to meet criticisms that had existed for m: iny years prior to the 
remedial legislation that was enacted in 1951. 

That concludes my remarks on that subject, Mr. Chairman. 

Mr. Hinsuaw (presiding). Do you have further remarks? 

Mr. Scnornr. Yes, I do have a few additional remarks I wish to 
make when we resume. 

Mr. Hinsnaw. We will adjourn until 2 o’clock this afternoon. 

(Whereupon, at 12: 10 p. m., a recess was taken until 2 p. m., of the 
same day.) 


AFTER RECESS 


Mr. Hrxsuaw. The committee will come to order. 


STATEMENT OF LESTER P. SCHOENE, COUNSEL, RAILWAY LABOR 
EXECUTIVES’ ASSOCIATION, WASHINGTON, D. C.—Resumed 


Mr. Hinsuaw. Mr. Schoene, do you have a further statement to 
make ¢ 

Mr. Scuorene. Yes, rather briefly, Mr. Chairman. 

In my testimony this morning I attempted to convey to the com- 
mittee the conviction of the Railway Labor Executives’ Association 
that on the basis of what we now know, the experience that we have 
had so far under the 1951 amendments, and the estimates shown by 
the fifth actuarial report—on the basis of present knowledge we have 
no reason to believe that there are funds available for adding any costs 
to the railroad retirement system; and further, that if there were 
such funds available, we would have to consider, in the distribution of 
those funds, the claims of all beneficiaries and not merely the limited 
number that are involved in the provisions of the act that are before 
the committee. 

That is, whatever equitable claims may be asserted on behalf of 
these 30,000 individuals who may be affected by this dual benefit 
restriction, there are to be considered not only the equitable claims of 
the other 230,000 beneficiaries or annuitants on the rolls now, but also 
the equitable claims of a million and a quarter employees in active 
service today and the untold millions who will be employed from time 
to time in the future. This is a question of relative equity among 
those groups. 


ee 
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In my further discussion this afternoon, I want to deal with two 
specific subjects that have apparently interested members of the com- 
mittee. The first that I will deal with is the question of why we 
distinguish between employees who are receiving credit for prior 
service, and those whose service is entirely subsequent to 1936. 

The suggestion has been made that if dual benefits are inequitable 
as to those who receive credit for prior service, then they must be 
inequitable for everyone, and that this is a discriminatory manner of 
handling the matter. 

It seems to me that there is a valid basis for distinguishing between 
dual benefits based on service prior to 1937, and dual benefits based 
on service after 1937. The first and most obvious distinction, of 
course, is the fact that service prior to 1937 was untaxed service. As 
I pointed out in my testimony this morning, credit for that service 
is allowed in the computation of annuities as a matter of necessity, as 
a matter of providing some adequate retirement annuity for those 
individuals who did not have an opportunity to spend their working 
lifetime under the legislation that we have today. 

When that necessity is being met from two sources, it seems to me 
right and proper that a restriction be imposed which limits the meet 
ing of that necessity to one source only, and that is what the present 
provision does. 

But there are additional considerations, too. It has been pointed 
out here by several witnesses that as of the present time, when practi 
cally everyone who is retiring under the railroad-retirement system is 
receiving some credit for service prior to 1937, it is also true that the 
social-security formula provides extraordinarily liberal qualification 
requirements. That will not continue to be true in the future if we 
assume that the Social Security Act remains as it stands at the present 
time. Eventually it will require 10 years of service for most. indivi- 
duals to qualify under the Social Security Act. 

I can give you examples. In fact, I was talking at lunch with one 
of the representatives of one of the organizations that I represent 
here, who has some 5 years of credit now under the social-security 
system. If he were 65 years old, that would be sufficient to qui ify 
him for a social-security benefit in addition to the railroad-retirement 
benefit that he would qualify for. He has only service after 1937, 
but he is only 39 years old. It will be another 26 years before he 
becomes age 65, and unless he has 5 additional years under social 
security he will not qualify for a social-security benefit; he will not 
qualify for dual benefits. If he should, in the course of the next 26 
years, have some additional 5 years under the Social Security Act, 
the benefit he would be entitled to would be computed by averaging 
those 10 years of earnings over his entire working career, and not be 
computed as benefits are at the present time in many of these instances, 
on the basis of simply 6 quarters of coverage. 

So as prior service loses its significance gradually as a basis of com- 
puting benefits under the Railroad Retirement Act and the dual-bene- 
fit restriction gradually loses its effectiveness corresponding, it is like- 
wise true that the opportunity to qualify for dual benefits under the 
social-security system is likewise gradu: ally disappearing. 

So it seems to me there can be no legitimate claim that there is dis- 
crimination as between those whose service is entirely after 1936 in 
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the railroad industry, and those who are receiving credit for prior 
service. 

The other subject which I want to talk about specifically this after- 
noon relates to a question that members of the committee have repeat- 
edly raised, namely, What is the justification for the application of this 
dual-benefit restriction to individuals who, on making proper appli- 

cation to the Social Security Board, would be entitled to receive social- 
security benefits, but who, because they are still working in social- 
security employment, are not in fact receiving those benefits? 

I have given a good deal of consideration to that question. In fact, 
I have given consideration to the question of whether there is any 
way that the present law might be interpreted differently from the 
way the Railroad Retirement Board is now interpreting and apply- 
ing it. 

I have come to the conclusion that there is no basis for any different 
interpretation or application of the present provisions of the law. 
In my judgment, the Board is correctly applying it in accordance 
with the intention when it was written, and in accordance with what 
the legislative history shows that it was intended to provide. 

I think it may be true that members of the committee did not give 
too specific attention to the effect that the restriction has on those indi- 
viduals at the time the original bill was under consideration, because 
in the original bill which was before the committee at the time there 
was included a work clause which provided that anyone working in 
social-security employment, or on the railroad, either, but anyone 
working in social-security employment and earning $50 a month or 
more, would not be entitled to any benefits. 

Had that clause been enacted, of course, this problem that you are 
concerned with now about individuals who are not receiving social- 
security benefits but are entitled to them, but are still working, that 
problem would have assumed no significance at all, because, generally 
speaking, those people would have been getting no benefits instead 
ofa reduc ‘ed benefit as a result of the operation of the work clause. 

But since the work clause was eliminated from the original bill 
before it was enacted, we now have the question: Is there any special 
equity in favor of those individuals who are re ceiving a reduced rail- 
road-retirement benefit but are entitled to social-security benefits 
which they are not receiving because they are continuing to work? 

It is my judgment that there is no special equity in favor of those 
individuals. In the first place, I think we should keep in mind that 
the railroad-retirement system was never intended from its incep- 
tion to provide retirement benefits for individuals who continue to 
work. That policy was specifically expressed with respect to people 
in the railroad industry by the requirement that as a condition of 
receiving an annuity, the individual must give up his railroad employ- 
ment and he must relinquish all rights, seniority rights or any other 
rights he might have to return to the service of any railroad. 

Tn the second place, if he is employed outside the railroad industry, 
he is required, as a condition of receiving his annuity, to give up 
whatever employment he has and to relinquish any rights to return 
to the service of his last employer er 

Under employment conditions as 1s they were in 1937, it was believed 
that those provisions would substantially insure that persons who 
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were receiving railroad-retirement benefits would not continue at the 
same time to be part of the labor force and competing on the labor 
market with individuals who are not subsidized by the receipt of 
retirement benefits. 

We had had experience under other retirement systems of individ- 
uals of relatively young ages taking retirement benefits and changing 
their employment, and then competing on the labor market with 
individuals who did not have that income on the side. 

Employment conditions have changed since 1937, and although it 
was considered at that time that an individual who was 65 years of age 
and who gave up his current employment and relinquished all rights 
to go back to the railroad would not be a competitor on the labor 
market, today it is possible for individuals of that age who have 
retired to go and get employment under the social-security system and 
to qualify for social-security benefits in addition to their railroad- 
retirement benefits. 

While they are working in social-security employment, they are 
receiving their railroad-retirement benefits, without reduction up to 
the time that they qualify for social-security benefits, as contrasted 
with individuals who remain in the railroad industry. If they con- 
tinue to work in the railroad industry instead of changing their 
employment, they receive not even a reduced annuity, but no annuity 
at all. 

So certainly as compared with the individuals who continue in rail- 
road employment, those who change to social-security employment 
have a much better break. They get their full railroad-retirement 
annuity until they are qualified for social-security benefits, and then 
continue to draw the reduced railroad-retirement annuity. 

Aside from the equities of the situation, I am convinced that the 
removal of the dual benefit restriction as applied to persons entitled 
to receive social-security benefits but who have not made application 
therefor, would be completely impractical and unworkable in admin- 
istration. 

Mr. Priest. Will you amplify the reason back of that? That is a 
point in which I am greatly interested. 

Mr. Scuoens. Yes, I will, Mr. Priest. 

You have to consider in the first place that, assuming you were con- 
vinced that equitably those individuals are entitled to special con- 
sideration, you could not merely eliminate that phrase which says, 
“or on making proper application therefor would be entitled to re- 
ceive,” because if you did that, I think you would effectively nullify 
all savings that accrue from the operation of the dual-benefit restric- 
tion, for this reason : 

There would be no incentive whatever for anyone who is eligible for 
social-security benefits—and let us assume he is retired from all em- 
ployment—to apply to the Social Security Board for his benefits there. 
Why should he apply for another benefit which does not increase his 
total income? If it were left to his option simply to get the entire 
payment from the Railroad Retirement Board instead of applying to 
the Social Security Board, what difference does it make to him? Why 
should he go and deal with another agency and prove his eligibility 
there merely to get the same total amount of benefit ? . 


84983—53——9 
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So I think you have to start with the proposition that if a dual- 
benefit restriction is to have any operation at all, you must require 
the individuals who are eligible for the social-security benefit to make 
their application under penalty of having the restriction apply to 
them, irrespective of whether they make the application or not. 

Moving from the consideration of people in that category to the 
people who are still working, I think it is very important to bear in 
mind that under the Social Security Act there is no such conception 
of retirement as we have in the Railroad Retirement Act. Under the 
Railroad Retirement Act we require people to retire, that is, give up 
their employment, relinquish rights to go back into the employment, 
and really assume the status of someone who has eliminated himself 
from the labor force. 

Under the Social Security Act that is not the case. Under the Social 
Security Act the individual who has the requisite number of quarters 
of coverage to be fully insured, and who has attained the requisite age, 
is immediately entitled, upon making application, to receive social- 
security benefits. Then, by reason of the work clause, the benefit is 
simply not paid in any particular month in which he earns over $75. 

If this dual-benefit restriction were limited, as has been suggested 
here from time to time, so as not to apply to individuals who are not 
receiving social-security benefits because they are still working, you 
would have this situation: Any individual who was fully insured 
under the Social Security Act and had the requisite number of quar- 
ters of coverage, and let us assume that by some limitation we require 
him then to make application as soon as he is eligible actually to re- 
ceive it, he has a month in which he does not draw $75 in pay. In that 
month we would be required to reduce his railroad-retirement benefit. 
The following month he might make more than $75. In that case he 
would be entitled to his full railroad retirement benefit. Whether ox 
not he would be subject to reduction would vary from month to month, 
and dependent upon facts which no administrative agency could ascer- 
tain currently. 

It seems to me that the application and administration of an ar- 
rangement of that sort would be absolutely impossible. It would 
result either in numerous overpayments or in constant delays in the 
receipt of payments by the beneficiaries. There is no way that it could 
be administered currently without either making overpayments which 
would then have to be recovered, or undue delay in the receipt of the 
pRywenta. 

Mr. Priest. Mr. Chairman, may I ask a question ? 

What you were mye is predicated on the theory of doing away 
with the “entitled to but not having applied for” provision. Was 
that the basis of it? 

Mr. Scuornr. That is right, Mr. Priest. 

Mr. Priest. Thank you, sir. 

Mr. Scuorner. I was addressing myself to that particular aspect as 
distinguished from what these people before the committee do. 

Mr. Priest. Thank you. 

Mr. Scuorne. It seems to me almost inevitable that if such a partial 
repeal were enacted you would soon find much more vociferous com- 
plaints about the operation of such a provision than you are getting 
now under the present law. 
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That, Mr. Chairman, concludes my direct statement. I would be 
happy to answer to the best of my ability any questions the members 
of the committee may have. 

The Cuatrman. Are there any questions, gentlemen ¢ 

Mr. Hinsuaw. I would like to ask Mr. Schoene about the peculiar 
condition where a person is being paid one-half under the Railroad 
Retirement Act and one-half under the Social Security System, 
where he is paying both accounts and is subject to two different sets 
of regulations. 

Mr. Scuorne. I know you asked that question this morning of 
Mr. Fort, Mr. Hinshaw. I was busy looking at some papers at the 
time, and I am not sure that I got completely the situation that you 
presented. 

As I understand it, this is the case of an individual who, in the 
course of his employment by the railroad, is assigned to work in 
which his pay is split between a railroad-covered employer and a 
nonrailroad employer. 

Mr. Hinsnaw. I will read the paragraph to you, and then you 
will understand. 

Mr. Scuoene. If you will, please. 

Mr. Hinsuaw (reading) : 

On July 1, 1923, I was assigned to an operating company wholly owned by 
the company and another transportation company, and served continuously 
until November 1948, when I was transferred to the parent company. During 
the entire period of my employment prior to and after 1937 with the parent 
company, my salary was paid one-half by each company, one under the Rail 
road Retirement Act and the other under Social Security. So I was actually 
paying a premium on both from 1937 until 1948, the deductions running con 
currently and at no time intermittently. I am now advised by the Railroad 
Retirement Board that my pension is based upon $75.27 per month, a reduction 
of $44 a month, the amount attributable to service prior to 1937. The Social 
Security award is $70 a month, for a total of $145.27 per month, this in spite 
of the fact that I was assessed during the entire period of coverage on $300 per 
month salary basis. 

In other words, he actually paid for twice what he received. 

Mr. Scuornr. | find that case rather puzzling, as a matter of fact, 
Mr. Hinshaw, because I find it rather difficult to see how his railroad 
retirement annuity would be only $75 per month unreduced, if he 
was in the salary range that he indicates. That would indicate he 
was drawing some $600 a month during this period since 1937. Of 
course, we do not know what his pay was prior to 1937 

Mr. Hinsuaw. You will find the entire matter, I assume, set forth 
under Railroad Retirement Board Claim A-537229, decided May 
19, 1953. : 

Mr. ScuHorne. A-): 229% 

Mr. Hinsnaw. Ye 

Mr. Scuoenr. If ‘he Retiddaiions Board will give me the facts 
about that case, I would like to look into it. Iam not sure the fact 
are available to me. 

Mr. Hinsuaw. Mr. Wolverton pointed out that telegraphers come 
under the same sort of setup. I wonder if that is true, to your 
knowledge; and if so, what the solution may be. 

Mr. Scuorenr. I think so far as your last question is concerned, 
Mr. Hinshaw, there are in certain places arrangements between West 
ern Union and the railroads for the handling of Western Union 
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business by railroad telegraphers. I think Mr. Leighty is here and 
can possibly tell you more specifically what those arrangements are. 

My impression is that generally those payments that ‘they receive 
for handling Western Union business are paid by the railroad rather 
than directly by Western Union, and it is all considered railroad em- 
ployment subject to the Railroad Retirement Act. 

Mr. Hinsuaw. I do not understand it that way. I think there are 
several thousand that are engaged in that kind of operation. 

Mr. Scuoens. I know that there are quite a few palltosd telegraph- 
ers who handle Western Union business. If Mr. Leighty is here, we 
might just as well find out what the situation is. 

Will you tell us, Mr. Leighty ? 

Mr. Hinsuaw. State your name, please. 

Mr. Letaury. My name is G. E. Leighty. I am president of the 
Order of Railroad Telegraphers. 

You have a situation in this case which is very unusual. You have 
a situation where the Continental Telegraph Co. is owned wholly by 
the Milwaukee Railroad, and this individual was at one of these 
junction points where they connected with the Western Union Tele- 
graph. By reason of that arrangement, as I understand it, one-half 
of his salary was paid by the Continental Telegraph Co. and the other 
half by the Western Union Telegraph Co. 

I would say that throughout the country there have not been more 
than 15 or 20 individual railroad telegraphers who have a situation 
that even approaches this situation. It is quite true that a number 
of railroad telegraphers received Western Union commissions. How- 
ever, those commissions averaged about $4 or $5 per month, and the 
amount involved in connection with them means practically nothing. 

Insofar as this particular case is concerned, I would venture to say 
if you searched throughout the country you would not find over 15 or 
20 railroad telegr: aphers in such a position. I doubt if there are that 
many. I think that is the case of Mr. Potter, is it, Congressman 
Hinshaw ¢ 

Mr. Hinsuaw. No, it is not Mr. Potter. It is Mr. Patton. 

Mr. Leigury. I do not know about him. But that is the situation. 
There are very, very few involved. 

Mr. Hinsuaw. What about this class that receive commissions? Is 
social securtiy paid on the commissions ? 

Mr. Leicury. For the Continental Telegraph Co., which is wholly 
owned by the Milwaukee Railroad, their amounts were included in 
the compensation received from the carriers. The Western Union 
commission is a separate item, and the Western Union commissions 
are only earned by about—I think there is a total of about 7,600 who 
have earned Western Union commissions. The average of those com- 
mission would not be more than $4 or $5 per month. 

Mr. Hinsuaw. Under those circumstances, is a social-security tax 
paid ¢ 

Mr. Leicury. Under those conditions, a social-security tax is paid; 
that is right. 

Mr. Hixsuaw. And no benefit received from it? 

Mr. Leieury. It would depend, Congressman, whether any benefit 
was received or not. It is quite posible that some of those employees 
only worked these commission positions for a year or two, and under 
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your social-security regulations they did not have sufficient time to 
qualify for a social-security annuity. 

I would say that that would affect approximately 50 percent of the 
group that I mentioned. On the others, it is quite probable that 
some of those worked sufficient time to be entitled to a small social- 
security annuity. Then, of course, if they had prior railroad service, 
their railroad annuity was reduced by that amount. 

As you can appreciate, with a total revenue or earnings averaging 
about $5 per month, they were paying 1 percent on that, or 1% percent, 
so the total payments made to the social security account would be 
probably 5 to 10 cents a month. 

I might say that as president of the organization I have received 
only three ¢ mn in connection with that situation. 

Mr. Scuoene. Mr. Hinshaw, I would like to add to what Mr. Leighty 
has said with renee to the particular-—— 

The CuatrmMan. You have used this illustration of a person who 
received maybe $4 or $5 a month, which would be an inconsequential 
sum insofar as their social-security tax is concerned. Do you mean 
for us to take, from your answer, that there are not those who received 
larger sums than that ? 

Mr. Leiaury. Congressman, we made a survey several years ago 
and we found in mi aking that survey that only 2 percent had commis- 
sions of over $20 per month. There was another 6 percent that had 
commissions betw een $10 and $20 per month, and the balance of them 
ranged from as low as 12 cents a month up to $10. 

We made another survey of those who earned a commission of less 
than $2 a month, and we found that 57 percent of that total earned 
less than $2 per month. Our research bureau then projected those 
figures and came out with the average of $4.43 or $4.47 per month as 
the average commission of those people who did receive these com- 
missions. 

The CuHatrmMan. Regardless of whether it was a large amount or a 
smal] amount that they received, would they, under the provisions 
which this legislation seeks to repeal, be precluded from receiving any- 
thing under social security ? 

Mr. Leigury. They would receive it under social security if they 
qualified, Mr. Chairman; and whether or not the railroad retirement 
annuity would be reduced by that amount would depend upon whether 
or not they had prior service. 

The Cuarrman. Then their railroad retirement could be reduced ? 

Mr. Leicnry. Their railroad retirement could be reduced; that is 
right. 

"The Curamrman, Even though their employment required that they 
should work both for the railroad and for Western Union at the same 
time, and at the same time pay taxes into the railroad retirement as 
well as into social security ¢ 

Mr. Letcury. That is correct. 

The Cuatrman. What justification is there for taking that away 
from them / 

Mr. Letcury. The justification, as I see it, is that we do not feel that 
anyone should receive duplicate credit for prior service, and that is 
what we were attempting to prevent in the legislation that was passed 
in 1951 and which is now on the statute books. Whatever amount they 
receive from social security does, because of the weighting in social 
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security, carry an allowance for prior service. In every case these 
nen are getting benefits on all of the railroad service on aaa they 
paid taxes. 

Frankly, I have talked to our general chairman and our local people 
about it, and, as I told you, I have had three complaints from our 
] eople on this rae Union issue. 

The CHAIRMAN. That does not indicate to your mind, cloes it, that 
all the rest of them are satisfied 7 

Mr. Leicury. No; it does not indicate anything of that kind, Con- 
gressman, but to me it does not present a very great problem. I might 

ay that we originally attempted to have the Retirement Board rule 
that Western Union commissions paid to railroad employees would 
be considered as part of their railroad compensation. We were not 
successful in securing that ruling. 

The Cuairman. Both of you have made a reference to the Railroad 
Retirement Board. Are there any members of the Board present this 
afternoon ? 

Mr. F. C. Squire (member, Railroad Retirement Board). Yes 

Mr. Horace W. Harper (member, Railroad Retirement Board). 
Yes. 

The CuHatrman. Let me ask Mr. Squire a question, if you do not 
mind. 

Mr. Squire, did you have any railroad service before you were a 
member of the Board? 

Mr. Squire. Yes, sir. 

The Cuarrman. How many years?! 

Mr. Seurre. About 36 or 37. 

The CuarrMan. So you qualify, then, for a pension or an annuity 
under the Railroad Retirement Act? 

Mr. Seurre. Yes. 

The CHAIRMAN. Did part of that cover the period prior to 19377 

Mr. Squire. Yes, quite a bit of it. 

The Cuairman. Do you also, as a member of the Board, qualify for 

Government pension as a result of being a Government employee 
at the present time? 

Mr. Squire. Yes, I expect I shall, for civil service. 

The CHairMan. So, then, upon your retirement you will draw two 
retirements / 

Mr. Squire. That is correct. 

The Cruamman. Yet you see justice in the decision that was made 
by the Board in the matter to which Mr. Leighty has just referred, 
and also see justice in the position of the Board that this legislation 
should not pass 4 

Mr. Seutre. Yes, sir. There is, of course, this distinction, Mr. 
Chairman, as betwee n civil service and social security. If my work 
since leaving the railroad had been under social security for, say, 10 
years—that is about what it would be—I would qualify for a full 
social security annuity of $85 for myself, $40 or $42.50 for my wife, or 
$127, just the same as if I had spent my entire working life of 45 years 
or so covered in the employment now covered by social security. 

So far as the civil service is concerned, however, those civil-service 
pensions are calculated according to the number of years of one’s 
service. So if I have 10 years covered by civil-service retirement, I 
will get about ten thirty-fifths or ten forty-fifths, roughly about a 
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quarter of what I would get if I had spent my entire working life in 
civil service. 


Tomy mind, that is quite a cdistinetion from the social security result. 
Phe CHamrMAN. So you say the same principle being urged here as 
to du: il be nefits sho. ile l hot have any appl ition as between a railroad 


employee and a Government position other than what comes under 
social security / 
Mr. Squire. [ do not like to give an unqualified yes or no to that, 
but the re is a distinction as between social security and civil service 
The ¢ “HAIRMAN. Maybe we will vet some u iderstanding of that 
distinction before we get through these hearings. I am oly Ing al the 


moment, for the purpose of my question, full value to the argument 
that is being made against dual benefits, and having in mind that the 
Board is evidently in accord with t] al viewpoint, it has been rathe rr 
difficult for me to see how they could apply it as it is applied under 
the railroad retirement and j justify mane not when it ap plies to a pen 
sion or an annuity under a different act, such as you would draw, being 

i Federal e mployee. 

Mr. Squire. I agree it is a debatable point, all right, as to whether 
or not there might be some reduction, but there is this distinetion—— 

The CHammMan. To me, there is only one answer. 

Mr. Hinsnaw. That ten forty-fifths relates to your salary, does it 
not, Mr. Squire ? 

Mr. Squire. No. That is the years of service. In other words, sup- 
pose I started under civil service and had been on the Government pay 
roll commencing in 1907 when I commenced railroading, now I would 
have about 45 years. If I retired tomorrow, I would have about four 
and one-half times the civil service pension that 1 would if I retired 
under the situation as it is. 

There is that difference between the social security formula and 
the civil service formula. 

Mr. Hrnsuaw. As I remember it, in the civil service formula it is 
the number of months times a certain fraction of your pay, is it not 

Mr. Seurre. Yes, that is correct. 

Mr. Hinsuaw. So it relates directly to the pay. I believe it is 
ten forty-fifths. I forget the exact figure. 

Mr. Squire. It is a percentage of the last 5 years’ pay, I think. 

Mr. Hinsuaw. Yes. 

Mr. Squire. The average of the last 5 years multiplied by the 
number of years in service. Ten years in Gove rnmment service would 
give one about a quarter as much as if he had 40 years of Government 
service. 

A distinction between that and social security is that at present, un- 
der the social security formula, with short service one can get just 
as much as if he had had 40 or 45 or 50 years of service. 

Mr. Hinsuaw. Is not the maximum amount under civil service 
three-fourths of your pay? 

Mr. Seurre. I do not remember that. 

Mr. Hrnsuaw. Three-fourths of the average pay over the last 5 
years. It makes a great deal of difference whether you are talking 
about civil service. 

I believe retirement pay under civil service, even for 10 years of 
service, is a good deal higher than it is under social security for a man 
of your grade. 
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Mr. Squire. Oh, yes, very much more; and, of course, the tax is, 
too. 

Mr. Hinsnaw. Of course the tax is. 

Mr. Squire. In two respects. The percentage is higher, and it ap- 
plies to the entire amount, as distinguished from a $5,600 maximum. 

Mr. Hinsnaw. Yet you are e ntitled to draw dual benefits ? 

Mr. Saute. Yes, that is correct. 

Mr. Hinsnaw. That is all, Mr. Chairman. 

The Cuarmman. Is there anything further while we are on this 
subject ¢ ¢ 

Mr. Harper , in view of the questions that have been asked, what 
is your situation with respect to dual benefits ? 

Mr. Harper. I have more than 30 years of railroad service. Upon 
the attainment of age 65, I will be entitled to a railroad annuity. 

If Iam fortunate e nough toc omplete ! 5 years, which is the minimum 
under c iv il service, I will similarly be e ntitled to a civil service annuity. 

The Cuatmman. In other words, there will be no deduction from 
your railroad retirement ¢ 

Mr. Harper. That is right. 

The Cuairman. Do you feel there is a difference in principle 
your case from that which this legislation applies to? 

Mr. Harper. I draw the same distinction, Mr. Chairman, that Mr. 
Squire drew. My civil service retirement is credited for years on 
which taxes have been paid, as distinguished from the problem we 
have here before us where the reduction is made because of dual tax- 
exempt service credits. 

The CuHatrman. Very well. I was wondering what recommenda- 
tion or report could be made by the Board on a matter which, to my 
way of thinking, was so similar to what the purpose of this legislation 
is. 

Mr. Harper. Understand that Mr. Squire and I did not have any- 
thing at all to do with the passage of the civil service retirement 
system. We were not consulted as to its advisability nor as to its 
soundness. We found it when we came here. 

The CHatrmMan. It is very fortunate that you did not, because if 
you had given a similar opinion you would have been deciding against 
yourself. 

Mr. Youncer. May I ask Mr. Harper a question ? 

Mr. Harper, in regard to the perce rs of the railroad at the time 
the act was passed in 1937, there were a number of pensioners who 
were already retired under the private plans of the railroads, is that 
true? 

Mr. Harper. Yes; 48,000. 

Mr. Youncer. All those pensioners were taken over by the Railroad 
Retirement Board and given annuities, were they not? 

Mr. Harper. Yes, sir. 

Mr. Youncer. Was it not also true that the railroads were given 
permission to pay, in addition thereto, pensions of their own to ‘these 
people? 

Mr. Harper. I think they could do that without permission. A good 
many railroads do have a sup pleme ntal system. . 

Mr. Youncer. That is true. They are not taxed for prior service, 
were they, on either one? 
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Mr. Harrer. All the railroad systems that I know about, except the 
recent B & O system, have been non-contri! yutory. 


Mr. Yo JUNGER, That is 1 ‘ight. In both cases, where the railroads 
contributed in addition to the Railroad Retirement Act and the an- 
nuity, people who had retired recently had made no contribution to 
either of them. In other words, the Vy were draw ine dual benefits, to 


neither of which they had cont ributed taxe 

Mr. Harper. Only in the same sense that a railroad man who had 
not yet been pensioned by his company would immediately draw an 
annuity beginning in 1987 if he had the required age. 

Mr. Younger. But you made the statement a while ago that there 
was a difference because in your case you had only one benefit for 
which you were not taxed. You were taxed on the other benefit, 

Mr. Harper. Yes. 

Mr. Younger. Your objection to these people that we are talking 
about is that they would get a benefit under social security for which 
they were not taxed, and they would also get a benefit under the rail- 
road retirement for which they were not taxed. Is that true? 

Mr. Harper. Yes, sir. 

Mr. Younger. These other people, these pensioners who are getting 
a pension from the rail hate and are also getting a pension from the 
Railroad Retirement Act, are getting dual benefits for which they have 
not paid, and you have not said anything about them. 

Mr. Harper. Those are people who have the supplemental com- 
pany pension, 

Mr. Younger, Allr ight, but they are in the same boat. 

Mr. Harerr. I could not say to you, sir, what moved the railroad 
companies to institute that sort of supplemental system. I do not 
know just what was their basis for doing that. 

Mr. Youncer. But let us get the record straight? They are both 
noncontributory pensions, are they not ? 

Mr. Harrer. On my railroad, they still maintain their old system. 
They just add enough to the Railroad Retirement System to make out 
what the company pension would amount to. 

Mr. Youncer. But they are getting dual benefits for which the Re- 
tirement Board has not made any deduction whatsoever. 

Mr. Harper. No, I do not see it that Way, SIr. 

Mr. Youncer. How do you see it? 

Mr. Harper. They are only getting one benefit the same as every 
railroad man under the railroad-retirement system. 

Mr. Youncer. They are getting the regular annuity from the Rail- 
road Retirement Board. 

Mr. Harrer. That is right. 

Mr. Youncrer. They are getting what they are entitled to, what 
anyone else would get on retirement. Is that not true? 

Mr. Harper. Yes. 

Mr. Younger. They are getting a supplemental pension from the 
‘ailroad that they used to work for. 

Mr. Harrrr. But both the railroad retirement and the supplemental 
is based on the same railroad service. 

Mr. Youncer. That makes no difference. They are getting two 
pensions, and they are getting a supplemental pension over and above 
your regular pension. 
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Do you get what I am driving at, Mr. Chairman? 

The Cuarrman. I certainly do. 

Mr. Youncer. Do you see what I am trying to drive at? Do I make 
it clear to you? 

Mr. Harper. Yes, sir. I stated it a little differently. Mr. Fort 
has just called my attention to the fact that they deduct from the 
railroad pension the amount those employees get from the Railroad 
Retirement Board. 

Mr. Youncer. All right, let us get an example. The old pension 
that they were entitled to was $150 a month, and the pension that 
the Railroad Retirement Board gives them is $100 a month. They 
are still getting $150 a month. They are getting $100 a month under 
the regular retirement from the Railroad Retirement Board, plus $50, 
an additional amount, from the railroad. 

Mr. Harrer. That is right. 

Mr. Youncer. They are getting two benefits, and they did not con 
tribute to either of them. 

Your Board has not taken into consideration anything in regard to 
that group? 

Mr. Harper. No. 

Mr. Youncer. All right. 

Mr. Scnoene. If I may now get back for a moment to the specific 
case Mr. Hinshaw presented, as I stated, I have a little difficulty con- 
ceiving just how the facts can be as presented to you, Mr. Hinshaw; 
but assuming that those are the complete facts of the case, then 
you will nevertheless find, I am sure, that when you compare the 
benefits that Mr. Patton will draw in relation to the total taxes paid, 
both under the social security and under the railroad-retirement sys- 
tem, he will have a relatively better benefit in comparison with the 
total taxes he paid than railroad employees who are now entering 
the railroad service and who will be paying the railroad-retirement 
tax on all their service and getting the full railroad-retirement benefit. 

Mr. Hinsnaw. He is not complaining about that. He simply is 
complaining that he has paid for it twice. 

Mr. Scnorene. Actually, he has not in comparison with railroad 
employees now entering railroad service. You have to keep in mind, 
when you are talking about equities, that you have untold millions 
of people who are going to be working in the railroad industry while 
this railroad-retirement system is in effect, who are not getting and 
will not get as good a break for their money as these people that you 
are talking about, like Mr. Patton. Mr. Patton is in a rather unusual 
kind of situation. Although he pays under both systems, I am sure 
you will find that relative to the total amount of taxes paid, his 
benefits are superior to those of railroad employees who are now en- 
tering railroad service and who will spend their lifetime under the 
railroad-retirement system alone. 

Mr. Youncer. Mr. Chairman, may I ask one question here on that 

Mr. Hinsuaw. Just a moment. 

Mr. Youncer. I think you are talking about two things, Mr 
Hinshaw. 

Mr. Hinsuaw. Surely we are. We are talking about two different 
things. You are comparing this man with a man who is just entering 
railroad service, and he has had 35 years of service. 
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Mr. Scuoene. I am talking about the man who is going to have 
35 years of service when he retires, and he will pay taxes for 35 
years. 

Mr. Hinsuaw. This man has paid taxes only since 1937, like a lot of 
the rest of them. 

Mr. Youncer. What I am trying to get at, Mr. Hinshaw, is this: 
If I understand his letter right, he is complaining that he is assessed 
6 percent on his entire salary from the Railroad Board, and he is 
also assessed 3 percent on his entire salary for social security. Is 
that not what his letter says? I think that is what his letter says. 
Whether it is true or not, I do not know. 

He is paying on his full salary in both cases, the full percentage. 

Mr. ScuoEeNnr. That cannot be the fact. 

Mr. Hrnsuaw. I will read it again and see: 

During my entire period of employment prior to and after 1937 with the 
joint company, my salary was paid one-half by each company, one under rail- 
road retirement and the other under social security. So I actually was paying 
premiums on both from 1937 until 1948, the deductions running concurrently 
and at no time intermittently. I am now advised by the Railroad Retirement 
Board that my pension is based upon $75.27 per month, a reduction of $44.01 
per month, the amount attributable to service prior to 1937. The social security 
award is $70 per month, or a total of $145.27, this in spite of the fact that I 
was assessed during the entire period of coverage on $300 per month salary 
basis for each. 

Mr. Scnoene. I do not get out of that the same interpretation you 
do, Mr. Younger. It is not possible under the law, unless this man 
was illegally assessed. 

Mr. Youncer. That is what I think happened. 

Mr. Scuoen®. It is not possible under the law that the same salary 
would be assessed under both. 

Mr. Youncer. He said he was assessed on each at the rate of $300. 

Mr. Scuoene. I understand he says his total salary was $600 or 
more, and $300 was assessed under each. 

Mr. Hinsuaw. He was assessed on $300 paid to him by the railroad. 

Mr, Scuoenr. If he was getting $300 from the railroad, that is 
correct. 

Mr. Youncer. Was he getting $600 a month ¢ 

Mr. Hinsnaw. Apparently he was. 

Mr. Scnorenr. He was if he was being legally assessed under both. 

I want to direct your attention, Mr. Younger, to the fact that, even 
assuming that he did pay on the full $300 under the railroad retire- 
ment system—of course, it was $3,000 a year under social security 
until just a few years ago—but from 1937 to 1939, his railroad taxes 
were at the rate of 234 percent. From 1940 through 1942, his railroad 
taxes were 3 percent. From 1943 to 1945 they were 314 percent. In 
1946 they were 314 percent. Beginning in 1947, he paid 53, porceet, 
which went up to 6 percent in 1949. Only since 1952 has he been 
paying the 614 percent, which anybody who is now entering railroad 
service will pa 7 throughout his entire working life. 

I think you have to take those things into consideration when you 
are considering relative equities. 

As I said this morning, [ do not think you will ever find me coming 
before this committee and complaining that any retired employee is 
getting excessive benefits. These things have to be considered rela 
tively among the groups. 
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What can you do for one group as compared with what you can do 
for another group? 

The Cuarrman. I think it is perfectly plain that the writer of this 
letter is not complaining about the tax he paid. He is complaining 
that he is not getting all that he should get for the taxes that he did 
pay. That is his complaint. 

Mr. Scuorenr. Mr. Wolverton, my answer to that is that he is get- 
ting more for the taxes that he paid than railroad employees from now 
on will get for the taxes they pay under the railroad retirement system. 

The Cuarrman. We are not talking about the future. Iam talking 
about this particular case, 

Mr. Scnorene. Mr. Chairman, I cannot—— 

The Cuarmman. Right along that line, let me read this to you. 
There is a gentleman in the room by the name of Charles V. Kenison, 
174 Highland Avenue, North Tarrytown, N. Y., who brings to our 
attention a letter which he received on June 23, 1944, from the Rail- 
road Retirement Board, in which it is stated: 

Thereafter, during your lifetime, regular monthly payments of $120 will be 
mailed to reach you about the 5th day of each month to cover the amount due for 
the preceding month. 

Thereafter, during your lifetime, you will receive $120 per month. 

He has presented to the committee a check that he now receives, 
which is for $114.90. In connection with his retirement from the road, 
he received this beautiful certificate of annuity which reads: 

United States of America, Railroad Retirement Board—Certificate of Annuity. 

This is to certify that Charles Van Doran Kenison, having ceased employer 
service and being otherwise qualified, is entitled to receive an annuity under, and 
subject to the provisions of, the Railroad Retirement Act. 

Dated this 23d day of June, 1944, by order of the Railroad Retirement Board. 

Signed by the officers, with a gold seal, and a red ribbon attached. 

Accompanying that is the letter which I have read from, which 
states that, “During your lifetime you will receive $120 a month.” 

(The certificate referred to follows:) 


UNITED STATES OF AMERICA 
RAILROAD RETIREMENT Boarp 


CERTIFICATE OF ANNUITY 


This is to certify that Charles Van Doran Kenison, having ceased employer 
service and being otherwise qualified, is entitled to receive an annuity under, and 
subject to the provisions of, the Railroad Retirement Act. 

Dated this 23d day of June, 1944. By order of the Railroad Retirement Board. 

Mary B. Linxkrns, Secretary, 
Mourray W. LATIMER, Chairman. 
| SEAL] 
(The letter referred to follows:) 
RAILROAD RETIREMENT Boarp, 
BUREAU OF RETIREMENT CLAIMS, 
Chicago 11, [ll., June 28, 1944. 
In reply refer to: Claim No. A—212980. 
Mr. CHARLES VAN DoRAN KENISON, 
174 Highland Avenue, North Tarrytown, N. Y. 

DeEaR Sir: The Board is pleased to inform you that on the basis of your appli- 
eation and the evidence of record, you have been awarded an annuity under 
section 2 (a) (2) (A) of the Railroad Retirement Act of 1937. The beginning 








we 


RAILROAD RETIREMENT ACT 137 


date of your annuity is April 1, 1944, and the monthly amount to which you are 
entitled is $120. 

In the adjudication of your claim 30 and 0/12 years’ service were proved and 
your average monthly compensation was found to be $300. As you probably 
know, the total service which can be counted in calculating an annuity may not 
exceed 30 years, and compensation in excess of $300 in any one calendar month 
may not be included. 

At the earliest practicable date, and as soon as the necessary arrangements 
for payment have been completed, you will receive a check for $240, covering 
the amount due you from April 1, 1944, which, as shown above, is the beginning 
date of your annuity, to May 31, 1944. Thereafter, during your lifetime, regular 
monthly payments of $120 will be mailed to reach you about the 5th day of each 
month to cover the amount due for the preceding month. 

In the event you return to work the act provides that no annuity shall be 
paid for any month in which you render compensated service (1) to an employer 
as defined in the act, or (2) to the last person by whom you were employed prior 
to the date on which your annuity began to accrue, or (3) to any person with 
whom you held rights to return to service at the time your annuity began to 
accrue, or (4) to any person with whom you ceased service in order to have 
your annuity begin to accrue. The act further provides that any person receiving 
an annuity shall report to the Board immediately all such compensated service 
However, service rendered as an employee of a local lodge or division of a 
national railway labor organization shall not affect your annuity and need not 
be reported if you earn less than $8 a month for such service. 

The Board takes pleasure in sending you a certificate evidencing the fact 
that you have retired from service and are entitled to receive an annuity If, 
in the future, any questions arise in connection with your annuity, it is sug 
gested that, instead of writing to the Board at 844 Rush Street, Chicago 11, Ill., 
you take the matter up with a field representative of the Board located at any 
of the addresses shown on the enclosed list of regional and district 
offices and furnish him with this letter. 

Yours very truly, 


managers’ 


JoHN W. CALLENDER, 
Director of Retirement Claims 
Encls.: Certificate of Annuity T-83 


Handwritten notation at bottom of letter: 
Check No. 3,355,164, $240, received 7-1-44. Accepted under protest, 


(Norr.—Additional language appearing on the reverse side of the 
above letter is not included here. Attached to the above certificate 
and letter is uncashed check No. 67,240,334, dated November 1, 1952 
in the amount of $114.90, made payable to the order of Charles 
Kenison. ) 

The Cuatrman. It is the receipt of money less than what was 
promised that brings about these complaints. There is nothing these 
men have done that necessitated the decrease. It has been a legal 
situation that has taken the money away from them, and that is what 
they object to, that the rules of the game were changed after they had 
started to play the game of retirement. 

Mr. Scnorne. Mr. Chairman, of course I do not suppose that the 
Board could undertake, in the letter it wrote, to state all the conditions 
of the Railroad Retirement Act, and I am not criticizing the Board 
for the letter that they wrote, but the fact is that at the time that lette1 
was written in 1944, there was no guar anty that this retired eer 
would receive $120 a month during his lifetime. If he had gone back 
into railroad service the following month, his annuity would have 
been stopped, and he would not have drawn another cent as long as he 
continued to be employed. 

It is also 

The CuarrMan. It is unfortunate that the Railroad Retirement 
Board would use language that had no qualification such as you have 
just given. 
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Mr. Scnoene. Perhaps that is unfortunate, but I do not think the 
Board could undertake in a letter to state all the conditions of the 
Railroad Retirement Act. Perhaps they should have written a more 
qualified letter. I am telling you what the actual legal rights of the 
individu: al were at the time if he had gone back into railroad employ- 
ment instead of going into social-security employment, where he is 
apparently qualified for a very substantial annuity under the social- 
security system, because with the increases that have occured since 

1944 in the railroad-retirement benefits, it takes a pretty substantial 
social-security benefit to bring about the kind of reduction that you 
have in mind. 

He was not entitled to that at the time that this letter was written, 
either. 

The Cuarrman. At the time the letter was written by the Board, he 
assumed, and justifiably so, that it was to be a lifetime payment, the 
same as it was intended to be when the law was passed. There is no 
doubt in your mind, I believe—there certainly is not in my mind, and I 
was a member of this committee when it passed it—that it was intended 
to be a lifetime retirement. It was never contemplated that a situation 
would arise by which it would be shaved and part of it taken away 
from him. 

Mr. Scuoene. Mr. Wolverton, under the law as originally passed 
and as it stood in 1944, the whole of it would have been taken away 
from him if he had gone back into railroad service instead of going to 
work under the Social Security Act. That was intended from the 
start, and there is no doubt that it was intended. 

The CuarrMan. Wait a minute. That point has been made by Mr. 
Fort. Great stress has been laid upon the fact that the employee of a 
railroad leaves and he improves his condition from the retirement 
standpoint by going to work in an industry that brings him the benefits 
of the social security. But does it not occur to you that there have 
been a good many thousands who have left the e mployment of the com- 
pany, not because it was a choice on their part, but it was an in- 
voluntary matter. They were dismissed. 

I have some figures here before me on that subject right now. The 
average number of employees of interstate common-carrier railroads, 
including switching and terminal companies, who received pay for the 
year 1946 was 1,564,291. In 1952 it was reduced to 1,277 7,219. In other 
words, there were 287,072 fewer employees in the 7-year period. This 
number of employees have been forced out of railroad employmeat 
through no fault of their own, and many are working under social 
security. They are affected by this provision of the law. They could 
not have continued in railroad service to increase their pensions as the 
Railroad Retirement Board, Mr. Fort, and you, seem to think would 
have been possible. 

You speak on a theoretical basis. I have here the figures also with 
reference to the testimony that was taken before the House Ways and 
Means Committee on H. R. 4294 on May 12 of this very year, It indi- 
cates that in the eastern Allegheny and Pocahontas regions alone, 
there has been a loss of 79,457 railroad jobs in the 5-year period of 1948 
to 1952. These employees were forced out of the railroad industry 
and could not have continued in railroad service. 

So it is not a question of a man leaving one source of employment 
to go into another for the purpose of benefiting his retirement. I do 
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not think he is to be criticized if he did do it on that basis, but the 
point I am making is that many of these have been forced to make 
that change through no choice of their own. They have been let out 
of employment. 

Mr. Scuorenr. Mr. Wolverton, I do think I am speaking on a theo- 
retical basis. The decline in numbers of available jobs in the rail- 
road industry is certainly of very serious concern to the organizations 
I represent here. It is ‘of serious concern to their me mbership, and 
[ do not take it lightly at all. 

I think, however, that the figures you cite do not have ex: ictly the 
same bearing on the problem we have here that you attribute to them. 

In the first place, a considerable number of the individuals who 
may have been on the payroll in 1946 and who were not in 1951, were 
casual employees who come into the railroad industry for only a short 
period. They may have worked in 1952 and never been back again. 
Those people, of course, are not involved in this dual-benefit provision 
at all. They spend the major portion of their working lifetime under 
social-security employment and under the 1951 amendments they get 
credit under the Social Security Act for their railroad service. 

There are undoubtedly some—— 

The CHairnman. Just so you will not think that what I have said is 
too inconsequential—— 

Mr. Scuoene. I do not think is is inconsequential. 

The Cuairnman. Let me refer to the testimony that was given by 
Congressman Poulson. You were present and heard him when he 
related the circumstances with reference to the Pacific Electric situa- 
tion in southern California which is happening right now, today. 

Without reading his full testimony, you will remember that he 
showed that under the change that is being made there this day, it 
means the loss of jobs to 2,715 trainmen, office employees, carmen, 
machinists, electricians, sheetmetal workers, blacksmiths, and laborers. 

In my opinion, it is a serious situation. It way be that that large 
number that I have given may be reduced to some extent by what 
you have just said as to those who had only casual employment, but 
we have to consider this in a way that must contemplate that there 
are others just as well. 

Mr. Scuoene. I realize that, Mr, Chairman, and don’t think for 
a moment that the organizations that I represent are indifferent to it. 
We have had the situation of activities being contracted or consoli- 
dated in one way or another and job opportunities discontinued, and 
the organizations have been very actively concerned with dealing 
with it. 

In the case of mergers and consolidations, we have arrangements 
under the Washington job protection agreement to take care of it to 
some extent, perhaps not as adequately as we would like, but I think 
the existence of the agreement indicates that the or ganizations are 
not indifferent to the problem. 

Similarly, under provisions of the Interstate Commerce Act, the 
organizations are very zealous to see that when any permission for 
abandonment is given, the employees affected by the discontinued job 
apportunities are adequately protected. 

Perhaps I should not say “adequately,” but as adequately as is 
within the power of the Commission to protect them. 
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In addition to that, in the particular situation that Congressman 
Poulson cited, the organizations have taken a very active interest in 
that, and the details have not vet been worked out, but it is agreed 
- gener: al that those e mployees whose job opportunities are affected 
by that particular transfer of service will have their ed ae 
protected and their rights ddet the Railroad Retirement Act taker 
care of through some supplemental payment to be made by the com- 
panies involved. 

While those situations exist, I think there are concerns for it and 
activities being pursued which give to the employees involved certain- 
ly the maximum degree of protection that our organizations are capa- 
ble of sec uring for them. 

B y and large, those are not the people who are affected by this dual 
benefit provision. The peop le whi are affected by the dual benefit 
provision are, by and large, people who have left railroad employ- 
ment, have retired from railroad employment, applied for their rail- 
road retirement benefits, and have gone to W¥ vork in other industries. 

I realize that there are some who were not able physically to con- 
tinue in railroad employment, and who nevertheless were able to ob- 
tain employment in other industries of a lighter character or where 
the physical requireme nts were not so extensive. 

The Cuairman. Is any consideration given to the fact that so many 
of these retired employees who have sought to supplement their pen- 
sion or annuity, as the case might be, under the Railroad Retirement 
Act, have been forced to do so because of the necessity that arises from 
the present cost of living which makes it impossible for them to live 
on the meager pensions or annuities tae it they receive / 

Mr. Scuoenr. I would say, Mr. Chairman, that a great deal of 
consideration has been given to sale: fact. We gave it consideration 
when we asked you to liberalize the act in 1946, again in 1948, and 
again in 1951. 

The CHatrman. Congress responded in those instances. 

Mr. Scnorene. I beg your pardon ? 

The Cuamman. I say, Congress responded. 

Mr. Scnoenr. That is correct. In order to bring about the liberal- 
izations in 1951, it was necessary for us also to give consideration to 
what was the total amount of money available to be distributed among 
the various classes of beneficiaries. We had to make what we con- 
sidered the most equitable choices as to what to do with the available 
funds. 

As the statement presented by Mr. Matscheck shows, the individuals 
who were affected by t he dual benefit restriction neverthe less, after 
the application of the restriction, are still j just as well off as the people 
who continued in railroad employment under the Railroad Retire- 
ment Act. 

do not think it is a question of fault as to whether they stay 
in the railroad industry or move to some other industry. I do not 
think the y are to be criticized if the y do. I do not think there should 
be any element of compulsion to stay in the railroad industry. 

But I say to you that when you are A ancing equities as bet ween 
one group of individuals and another, I do not see where the in- 
dividuals who moved ae the railroad industry into some other em- 
ployment should, under Congressional legislation, be given preferen- 
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tial treatment as against those who choose to stay in the railroad 
dustry. 

The CuatrrmMan. You have used the word “preferential,” which to 
me does not have any application in a case of that kind whatsoever. 
The Congress does not give it as a preference to those individuals. 
It results from action that Congress has taken in dealing with those 
who are engaged in the type of employment that entitles them to those 
particular benefits. 

I am not certain whether you used the word “windfall” or not, but I 
think you have, and certainly other witnesses have used the word 
“windfall” as if this procuring of benefits under the railroad retire 
ment and under social security comes as a windfall. 

What do you have to say about its being a windfall when it is 
railroad retirement and governmental pensions such as has been testi 
fied to here this afternoon? Do you call that a windfall? 

Mr. Scuoene. In the first place, Mr. Chairman, I doubt that I used 
the term “windfall.” 

The Cuarman. If you did not, I would not want to put the words 
in your mouth, even though you make the same argument as those 
who did use it. 

Mr. Scuorene. Did I use it, Mr. Priest ? 

Mr. Prresr. I do not believe Mr. Schoene used the word. 

The Cuarrman. As I said, 1 did not know whether you did or not, 
but I am impressed by the fact that the argument you make is no 
different from those who have made the charge of “windfall.” 

You have used the same argument that has sustained them. So 
whether you call it a windfall or not, we will forget that, it is not 
important. I am asking you the question whether you consider it a 
windfall ? 

Mr. Scnorenrt. No: I do not consider it a windfall, Mr. Chairman. 
As I say, in our whole consideration of the question, it is a matter of 
comparing the equitable claims of all the beneficiaries of the system 
with each other. It is a matter of internal equities, as I see it, in the 
light of what we are able to do for all railroad employees and on the 
basis of all the funds available. 

The individuals affected by this duel benefit restriction are not being 
inequitably treated. 

a ou raise the question as between railroad retirement and the civil 

‘vice retirement system. I think the dual benefits there do not pre- 
sent the same pro sblem as we have in the dual benefits between railroad 
retirement aria social security. As has been pointed out here a num 
ber of times, an individual who leaves railroad service after having 
que lifie d for retirement, and goes into governmental employment, has 
his civil service retirement pay in proportion to the years he has spent 
in Government employment, and on which, of course, hi pays taxes 

When it comes to the amount of it, of course, the civil service retire- 
ment system is much more liberal for the higher paid employees. It 
also costs them a good deal more in taxes. 

[ think the members of the Railroad Retirement Board pay Pree 
about $900 a year in contributions to the civil-service retirement sys 
tem, and, of course, the annuities that they will draw will reflect that 
additional contribution. 


34983—53——-10 
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The important point is that those benefits are related directly to 
the years of service spent in governmental employment; whereas, 
particularly at the present time, under the social security system a 
matter of six quarters of coverage can qualify you for the maximum 
benefit which you would be entitled to if you were covered for 30 or 40 
ye ars. 

[ think that does present a substantially different problem. It seems 
to me that as regards dual benefits between the civil-service system and 
the railroad-retirement system, the situation is much more analogous 
to those whose railroad service is entirely after 1937 and to whom the 
dual-benefit restriction does not apply. 

The Cuairman. If that system is wrong which now applies to social 
security, What reason is there that the railroad-retirement legislation 
should be used to correct it ? 

Mr. Scuoener. I do not say it is wrong, Mr. Chairman, and I do not 
think it is a matter of the railroad-retirement system being used to 
correct it. 

The Cuarrman. If this is all wrong as far as dual benefits, it could 
have been corrected by eliminating it from the social security; could 
it not ¢ 

Mr. Scuoenr. Then I suppose the Ways and Means Committee 
would be getting the complaints rather than this committee. 

The Cuarrman. That is right. 

Why are we justified to pick on railroad retirement ? 

Mr. Scnogener. I do not pick on railroad retirement. 

The Cuarrman. I think that is the effect. Maybe I am wrong in 
that. That is certainly what has brought about the protests that bring 
18 bills before this gr sa ai 

Mr. Scuornr. Mr. Chairman, I think if you consider the record of 
the Railway Labor Eecooutives? Association since 1930 with respect to 
railroad retirement, it can scarcely be said that we have picked on rail- 
road retirement. When it came to determining- 

The CuarrmMan. I am talking about these amendments. I am per- 
fectly aware of the very great interest that has been taken by Railroad 
Labor Executives in the matter of procuring pensions and annuities 
for railroad workers, and I am pleased as a Member of Congress to 
have been a party to what they have done. There is no act that has 
gone through that has not had my support. 

But, in view of the protests that have arisen as a result of what we 
did in this last instance, it seems to me that we are justified in taking 
this second look. It is not because of any lack of interest or desire on 
the part of either side in this controversy, but it is solely and entirely 
a desire to do the equitable thing. You are presenting the v iewpoint 
of the Railway Labor Executives, and certainly no one here takes any 
exception or in any way accuses them of trying or w anting to do any- 
thing detrimental. 

On the other hand, we feel that what we have done is detrimental. 
That is the reason we are giving it this second look. 

Mr. Scuorenr. Mr. Chairman, I am sure that you do sincerely ap- 
preciate the activities of the Railway Labor Executives’ Association 
in the handling of matters relating to railroad-retirement legislation. 
As I said befor e, our whole approach has always been: W hat are the 
funds available, and what is the most equitable w ay to distribute 
them ¢ 
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In making choices about what we would recommend to you in 1951, 
we were confronted with ver y urgent necessities on the part of a very 
large group of retired railroad employees, and we had to choose. We 
could not do everything that we would have liked to do by way of 
recommendations to you consistently with our deep concern for the 
solvency of the fund. 

In appraising the situation at that time, and in appraising it now, 
we do not find that these particular people affected by the dual-benefit 
provisions are being relatively inequitably treated. 

You speak about this storm of protests that you are getting, and 
undoubtedly you have many complaints. The people who are bene- 
fited seldom bother to tell you how thankful they are, or how grateful 
they are. But I would dare say that if we were to distribute literature 
to the members of our organizations educating them in the fact that 
as this law stands today the benefits that they are potentially entitled 
to actually cost only 7.66 percent of the payroll, and the difference 
between that amount and the 1214 percent that is being paid into the 
fund by them and their employers with respect to their service is 
actually a charge to meet unfunded liabilities which have been created 
largely for the benefit of individuals with service prior to 1937, the 
storm of protest you are now getting would be mild compared with 
what you would get under those circumstances. 

Mr. Heseiron. Would you take my file over and reply to all the 
protests that I have recelved ? 

Mr. Scuornr. No, I am not making that offer, Mr. Congressman. 
I am merely indicating to you that the volume of correspondence is 
not necessarily a measure of the equities involved. 

I realize that these people affected by this dual-benefit restriction 
sincerely believe that they have a grievance. I also think that the 
conditions can be explained to them in such a way that they will 
understand that they do not in fact have a grievance. 

If I had the time to do it, I might be willing to take over your cor- 
respondence file on it, Mr. Heselton, and try to make that explanation, 
but unfortunately the railroads whose representatives I happen to be 
in agreement with on the matter before your committee are keeping 
me so busy on injunction suits against the union shop that I have to 
spend my time on that rather than answer ing your correspondence. 

Mr. Husewron. I asked you that question simply because I do not 
think you or anybody else would write a letter to the gentleman who 
furnished that particular evidence and tell him he ought to be happy 
because the Board finds that although he would get $144, that now 
he is going to get $144. I do not think Pons can do it. 

Mr. Scuoene. I do not know whether it can be done by letter or 
not. I do know that the chief exec ee of these organizations to 
whom their membership looks for relief from my grievance, they feel 
they are operating under also get these complaints, and from what 
they tell me they have been reasonably successful in explaining the 
relative equities to these people. It may take personal contacts as 
well as correspondence, but the relative equities do not favor these 
individuals and I think it can be explained to them. 

The CHarrman. With all due respects to your estimate of what 
the rank and file of railroad workers would think, if you had the op 
portunity or the disposition or the will to write them and explain the 
matter, which indicates they would be satisfied, my contact with the 
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rank and file of railroad labor has been such that they have at all 
times felt the true spirit that has dominated railroad brotherhocd 
movement, and that is indicated by the word “brotherhood” with re- 
spect to these different organizations, 

I am of the opinion that notwithstanding explanations that would 
be given to them by you, and I assume you have the ability to make 
the best possible e xplanation, I am personally convinced from my long 
contact with railroad workers that they would not agree to the in- 
justice that is felt is being done to those whom this levisl: ation seeks 
to benefit. In other words, I have been a part of the railroad labor. 
My first job was at 16 years of age with the railroad. The first money 
I ever earned enabled me to go to the university. I have come from 
a family of railroad people. I know whi at is in their hearts. 

I am of the opinion that the rank and file of the railroad brother- 
hoods would be willing to back this legislation if they knew the full 
significance of it ; 

Mr. Scnorenr. Mr. Chairman, I certainly agree with you that the 
rank and file of railroad labor would not. be in favor of perpetrating 
any injustice on anyone, particularly fellow railroad employees. 1 
cannot agree with you, however, that this partic ‘ular provision that is 
aay consideration here is an injustice or that it would be so regarded 
by the rank and file of railroad labor if they are fully informed as to 
the facts. 

Mr. Priest. I would like to ask one question and I do not want to 
prolong the eee. I was very much interested in your discus 
sion just a short while ago in answering some questions the chairman 
asked about what position you would take with reference to a sugges- 
tion of this sort: A person who voluntarily—or let us put it the other 
way around. Let us take a person who involuntarily is removed from 
railroad employment and then, in order to meet the expenses that are 
necessary for the operat ion of his home, he takes employment under a 
social security covered re 

Do you put that person in any different category from the one who 
voluntarily leaves renee employment and goes out, as you have 
stated, for the purpose of improving his retirement status? Is there 
a distinction there?’ A great many have been involuntarily removed 
in the last few years. 

Mr. Scnornr. There is certainly a distinction there, Mr. Priest, as 
between an individual who, through force of circumstance, is put j 
this position as distinguished from an individual who just thinks it is 
the smart thing to do after having gotten his 30 vears’ maximum credit 
under the railroad system to go out and say, “While I am drawing my 
railroad benefit I will also qualify in a matter of a year and a half’s 
employment in another industry for another $85 for myself and 
another $40 for my wife.” 

The figure is actually $42.50. Whether that distinction would war- 
rant making a differentiation in the application of this provision, ] 
tend to doubt. When I say that, you understand I am expressing an 
individual, off-the-cuff opinion. I have not had an opportunity to 
diseuss that with my committee or to explore the practicalities of the 
actual application of such a distinction. 

Mr. Prresr. I want to be sure we understand each other. I am not 
thinking necessarily about what you referred to as the casual employee. 
Mr. Scuoenr. You were talking about the individual who is of 
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retirement age when his job is abolished and his seniority does not 
apply to anything any more, or he becomes disubled to contine in his 
railroad work but can do something else. 

The reason that I express doubt as to whether that distinction be- 
tween those two classes would warrant a differentiation in the appli 
cation of a dual benefit restriction is this: That from the report made 
here by the Railroad Retirement Board it does appear that whether 
they voluntarily or involuntarily got into em ployme nt other than the 
railroad industry, the se people, ifter the applic ‘ation of the re di ction, 
are still generally better off than the people who stay in the railroad 
industry. 

That being the condition, I do not think it is a matter of penalizing 
them or criticizing waether they went voluntarily or involuntari ily. 
The fact is we are still « loing for these people ju ist as much in tot: al 
benefits, in fact generally more, than we are able to do for those who 
spend their entire working lifetime in the railroad industry. That is 
why I expressed doubt as to whether the distinction you make would 
warrant a differentiation in the application of the provisions of the 
law. 

Mr. Priest. That is all for the time being. 

Mr. Hesevron. I think you have made an unusually good state 
ment, a statement that certainly went to the heart of this matter; 
not unusual for you, however. There were some points that worry 
me that I would like to clear | p and I think it would be well to have 
the record clear on it. 

In the first place, there has been a considerable amount of reference 
to untaxed service. As I understand the situation, particularly after 
your testimony this morning, there was a class of people that ha 
reached the retirement or decided LO retire in 1957 who truly could 
ey said to have had untaxed service. From that time on there is : 


‘ 
eady dee reasing number of people who can be said to have t untaxed 
service. But it is steadily decre: ising because as you have pointed 
out, the 7.66 percentage of the tax rate is suflicient to cover the present 
employees. 

Mr. Scnorne. The new entrants. That is the normal rate for new 
entrants. 

Mr. Hesevron. Against the 12.50 being paid, that is? 

Mr. Scuoenr. That is right. 

Mr. Hesevton. That is a considerable portion of the tax that the 
employee and the employer have to pay. But tl ie em ployee has been 
paying it since 1937 and it has actually gone to liquidate this unfunded 
liability, as you call it, I think. 

Mr. Scuorne. To pay the interest charge on it rather than to 
liquidate it. 

Mr. Hesectron. That is a steadily disappearing picture. As th: 
employees come into the retirement fund and as those who are on 
retirement die, obviously the pressure is decreased, is it not ? 

Mr. Scnorenr. The unfunded liability does not disappear. That is 
carried as an unfunded liability in perpetuity. It is true that the 
amount of credit being allowed for untaxed prior service is a steadily 
dec reasin gf factor. Howe Ver, this provision that we have under con 
sideration here can apply only to that portion of the annuity at any 
time which is based on the untaxed service. 
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In other words, the result of the process that you have described 
here is that as a larger and larger proportion of the total service on 
which the annuity is based is service upon which taxes have been paid, 
the proportion of the annuity that can be affected by the dual benefit 
restriction is a steadily diminishing proportion. 

Mr. Hersevron. So as far as the individual is concerned, maybe 1] 
can put it better this way: Take an individual who is in the service 
in 1937 and is still in the service and not retired. He has paid over 
this period of time two kinds of taxes. His tax as though he were a 
new entrant ; and he has also paid as a portion of the tax for prior serv 
ice for that period of time, is that not true? 

Mr. Scuornst. Yes. Of course he has not paid at the current rate 
except since 1952. 

Mr. Heserron. But he has paid something in terms of whai the rates 
were for the untaxed service / 

Mr. Scuoene. I think that is right. The total being paid by the 
combined contributions of employers and employees up through 1946 
was only 7 percent which is less than the cost of benefits, the normal 
cost for new entrants at the present time. 

Mr. HerseEtron. Up to 19464 

Mr. Scnorenr. Up through 1946? 

Mr. Hesevron. So it is from 1946 on we have this payment of the 
entrant’s portion and the prior service portion. 

Mr. Scuorenr. Well, it is only since 1946 that the combined contri- 
bution of employer and employee have exceeded the now normal cost 
for new entrants. 

Mr. Hesevron. I personally think there may be an unfortunate 
choice of words in talking about untaxed benefits in that there is a 
suggestion there that they are getting something for nothing when, 
as a matter of fact, they have been paying a fairly substantial tax over 
this period of time in order to qualify, as contrasted to the social secu- 
rity tax. 

Mr. Scuoene. I agree that is so, Mr. Heselton, but nevertheless the 
proportion they have paid is still much less than the proportion that 
employees now entering the service will have paid. The people who 
are now entering the service or who have entered since 1937 and who 
have no prior service credits are paying relatively more for prior 
service credits to other people than these people we are now talking 
about have paid for their own prior service credit. 

Mr. Hesevron. I would like to get your view on another point. I 
should have asked the other witnesses who testified, but I assume you 
know whether that testimony, so far as the transfer provisions between 
the railroad retirement and the social security fund, was based upon 
the current 3-percent tax rate as far as social security is concerned. 

Mr. Scnoene. It is based on whatever the tax rate may be under so- 
cial security. 

Mr. Heserron. I misphrased that question. It is based on provi- 
sions of the law which would have provided for an increase to 4 per- 
cent this year. 

Mr. Scuornr. It was based on the tax schedule which eventually 
contemplates a total tax of 614 percent. 

Mr. Heserron. That would go to 4 percent unless Congress followed 
the President’s recommendation of freezing the 3 percent ? 

Mr. Scuoenr. I think that is right. 
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Mr. Herseiron. I fully agree with you and I think every member 
of this committee is very conscious of their obligation to maintain 
the solvency of this fund. Certainly I am concerned about it. I am 
interested in security for the fund. Forgetting for the moment about 
the relative equities, and let us assume for the purpose of this question 
the committee might find some equities in behalf of these people, is it 
true that the contribution of 1 additional percent from the railroad re- 
tirement to the social security would amount to about $50 million 
a year? 

Mr. Scuorenr. Yes, I think that would be a fair estimate on the basis 
of the fifth actuarial valuation where a future level payroll of $5 bil- 
lion was estimated. So 1 percent of that would be about $50 million. 

Mr. Hersevron. I do not recall the exact provisions of these further 
increases provided in the current law, but it would increase propor 
tionately in contrast to the percentage of the tax on the social security. 

This is repetitious in a way, but I would like to have you answer it 
as well as Mr. Fort. The figures indicate if any of these bills were 
passed, it would involve approximately $385 million so far as the rail 
road retirement fund is concerned. ‘That being true, it would seem 
to follow as a matter of sheer mathematics you would liquidate the 
entire cost of these bills in a little over 7 years, 

Mr. Scnorenr. I think that is deceptive. So far as the figure of 
$385 million is concerned, you understand that that is merely the ac- 
cumulated savings without regard to interest. If interest on the sav 
ings is taken into account, the total would come to something over 
$1 billion. 

With respect to this freezing of the social-security tax, if the freez 
ing implied that it has now been found that the social-security bene- 
fits over the long run are going to cost 1 percent of payroll less than 
had previously been estimated, then the retirement fund would benefit 
to the extent of about 1 percent of payroll due to the financial inter- 
change provision. That would be just a little more than sufficient to 
W ipe out the presently indicated deficiency. 

Mr. Hrsevron. When you say “presently indicated” you mean if 
this stays in law ¢ 

Mr. Scuorenr. I mean the difference between the 1214 percent of 
payroll that we are in fact collecting and the 13.41 percent that is 
indicated as the cost by the fifth actuarial valuation. 

However, as I understand it, this freezing of the social-security tax 
that has been sugge wee! is merely a deferment of the collection of the 
requisite payments. So far as I know, it is not based upon any ac- 
tuarial finding that the Saal se curity system actus lly costs less than 
had previously been supposed. 

If I am correct in that understanding, then over the long run the 
total liabilities of the social-security system W ill still have to be met. 
The normal consequence of a deferment as we have found in our own 
experience through the period 1937 to 1946, a deferment of meeting 
your obligations results simply in requiring a higher rate later on. 

In other words, the effect would be that temporarily we would 
benefit in the railroad-retirement account to the extent of about $50 
million a year, but we would subsequently be charged correspondingly 
more that would offset that. 

If the social-security system is going to continue to be a self-sup- 
porting system and it does not cost any less than was estimated when 
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the present system was established, then over the long run the total 
Sot that is expended will have to be collected through taxes and 
interest and we will have to pay our proportionate share of it. 

Mr. Hesevron. I suppose the only answer to my qt uestion would be 
the committee may, if it sees fit to go into that subject at all, determine 
in terms of what ‘the recommendations and prospects are. 

Mr. Scuoenr. I think there is a possibility, all sorts of possibilities, 
with respect to the social-securtiy system. It may well be that the 
taxes will never be permitted to increase to the present scheduled 
rate. I think if that happens, undoubtedly there will be a contribu- 
tion to the social-security system out of the general revenues. Any 
developments of that sort would automatically benefit the railroad- 
retirement system and of course we could then do, by way of liberaliza- 
tions, a lot of things that we do not see as feasible at this time. 

We have been unwilling to predicate our recommendations upon 
what one might speculate may ale in that respect. In other words, 
we just do not want to beat the solvency of this fund on speculative 
developments in the social-security fie Id. 

Mr. Hesevron. I know that is your attitude and I respect it, but I 
respectfully suggest that this committee has had to take some risks 
even though it was deeply interested in maintaining the solvency of 
the fund. I do not see that it is too far out of order to explore the 
possibility, even though you cannot be certain about it, of savings in 
that direction. That is the main reason why I have thrown that into 
the discussion. 

Before I leave the quest ion of sources which you brought in, sources 
of additional savings, do you know whether the Board has done any- 
thing about the suggestion made during the course of the hearings 
in 1951 about the investment of the fund? There was submitted a 
tabulation of 9 funds with the railroad retirement getting a return 
of 3 percent and 7 other funds getting a higher return. Do you know 
whether anybody has done anything about that? 

Mr. Scuornr. I do not think so. Any change in the present in- 
vestment policy would require congressional action. The Board can- 
not do anything about it. With the law as it stands, the Board i 
required to invest in United States Government obligations on which 
the Government is required to pay a 3-percent interest rate. I think 
I am correct in that recollection. Let me check that. 

They could invest in obligations guaranteed as to both principal 
and interest by the United States. 

Mr. Hesevron. You have the Alaska retirement fund and the canal 
fund at 4 percent, and so on. 

Mr. Scnornr. I think those laws specifically provide for the 
payment of those higher percentages of interest by the Government. 
[ think they are also invested in the Government bonds. 

Mr. Hesevron. In discussing the reasons why you could not recom- 
mend this legislation you said it administratively unworkable, or 
words to that effect, and point out there would have to be a month-to- 
month determination made. 

Mr. Scuorene. That is with respect to eliminating only that phrase 
“or on making proper application would be entitled to receive.” 

Mr. Heseitton. There would not be any more administrative difli- 
culty involved in that than there would be in connection with a work 
clause had we put a work clause in the law, would there? 
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Mr. Scnorene. I think there would, Mr. Heselton. Under a work 
clause such as we proposed, it would be possible, through the records 
obtained by the Social Security Board, together with those obtained 
by the Railroad Retirement Board, to check individually whether or 
not the individual is engaged in employment that offsets his annuity. 

In the first instance, of course the obligation would have to be put 
on the individual to report his going into covered employment. I 
think in the administration of it, it would then be assumed until 
he ae that he has quit that employment he is offsetting it. 

I do not know actually, to be frank with you, how the work ae 
under the Social Security Act is administered, but apparently it is 
being administered and I assume the Railroad Retirement Board ¢ ail 1 
administer it the same way. 

Mr. Hesevron. Do you not think that there would be a substantial 
reduction in work as to administering the law if this entitlement clause 
is stricken ? 

Mr. Scnoenr. I do not think so, Under a work clause you stop the 
annuity entirely. Under the kind of suggestion we have hereby dis 
cussed, you would not stop the annuity; you would simply make the 
reduction in certain months and not necessarily in others. The prob 
lem of when to make it and when not to make it, I think, waka be 
substantial and more difficult. That is my opinion. I do not want to 
be dogmatic about it. Maybe I am wrong in what I foresee as the 
problem. That is the way it strikes me. 

Mr. Hesevron. Thank you, Mr. Chairman. 

The Cuamman. Before we start further questioning, may I call it 
to the attention of the committee that there may be a rolleall; so that 
if we will make our questions snappy, our answers snappy, maybe we 
can get through with this witness. Mr. Fort has indicated to me the 
necessity of him finishing what ever questioning the committee may 
have this afternoon, so I will be glad to accommodate him, also, if I 
could. I just call this to the attention of the committee so we could 
govern ourselves accordingly. 

Mr. THornperry. I will try to do it. 

I was interested in trying to take notes while you were making 
your statement. I may not have gotten everything down since you 
did not have a prepared statement. 

You made a statement about these individuals who had retired and 
had accepted employment covered by social security. You say as long 
as they are so employed and working, they receive their railroad 
annuity without reduction until they qualify for social sec rity. That 
is not quite correct, is it ? 

Mr. Scuoene. Yes; until they obtain the i coverage. 

Mr. Trorneerry. Not until they qualify for it. If they are qual- 
ified for social security, their railroad annuity is reduced even though 
they are employed; is that right ? 

Mr. ScHorne. I beg your pardon. 

Mr. Tuorneerry. If they have worked the required months under 
social security, their railroad annuity is reduced even though they are 
still employed outside of railroad employment ? 

Mr. Scnorene. That is true provided they have the requisite age 
to qualify under social security. But under the Social Security Act 
such individuals are qualified at that time. All they need to do is 
make their application and they are entitled to receive the social- 
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security benefit, but the benefit is withheld in any month in which 
they earn $75 or more. I think it is more than $75. 

Mr. Thorneerry. Let me ask you this: Mr. Fort made this same 
statement and I do not believe I perhaps finished asking the questions 
1 wanted to. I will ask you because I think you would have made the 
same argument. That is about the equities. I have nad the same 
trouble some of the other gentlemen referred to of making explana- 
tions to groups of retired railroad employees. I have not, as you 
have testified today, found how I would explain it definitely if I had 
the opportunity again, to a group. Most of these were men who did 
not receive very large annuities in the first place, and they had read 
the publications of their ‘haga itions and had been led to believe 
Congress would provide for them a 15-percent increase. Many of 
them found not only did they not get the 15 percent but in some 
instances they received less. 

The on they discovere d when the 7 had read elsewhere that Congress 
had provided them $5 because they were eligible under social security 
and they did not get that. I tried to expl: iin to them what we did 
was to take the mone y that you ordinarily would have been entitled 
to under social security and used that money to pay increased benefits 
to p eople who had just continued to work for the railroad. 

Is that not about what it is? You keep talking about people who 
continued employment in the railroad and we have increased their 
benefits from the social-sec urity benefits they would ordinarily have 
received except for this dual-benefit clause. Is that not what it is? 

Mr. Scnorne. I do not think that puts it quite accurately, Mr. 
Thornberry. That may be one way to characterize it. It seems to 
me more accurately to be characterized if we were under urgent 
necessity of liberalizing the benefits generally under the Railroad 
Retirement Act in 1951. 

We found ourselves in a situation where a great many people, i 
cluding all survivors, were actually getting less under the Railrond 
Retirement Act than they would have gotten if social security had cov- 


ered the railroad industry. That is notwithstanding the fact they are 
paying four times as much tax as people under social security would 
pay. 


In determining what sort of liberalization was appropriate, we had 
to do some pretty careful picking and choosing. It seemed to us and 
we recommended to Congress and Congress went along, that in making 
those choices it was not necessary or rather that in making those 
choices there was a legitimate basis for distin iguishing between those 
individuals who, in their railroad annuity, have eottpe the benefit of 
untaxed service and who also had recently acquired, by congressional 
action, a very liberal treatment with respect to very short periods of 
service under social-security employment 

I think, in other words, in the approac th to the question it is neces- 
sary to consider what Congress did immediately before the 1951 amend- 
ment under the Social Security Act. 

Mr. Tuornperry. And immediately after. 

Mr. ScHornr. Yes, that is right. 

Mr. THorneerry. Nobody knew at the time we passed the 1951 
amendments about what we were going to do in 1952. Congress said 
the people in social security who had worked were entitled to the 
benefits. 
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Frankly, if I could understand the explanation that is being made 
to these 23,000 annuitants without regard for the other people who 
have had their annuities reduced and if I could jus tify it in my niin d, 
I could accept your explanation. Those gentlemen cannot. I am 


glad that you are not; every 2 years, asking for thelr support on 
the basis of the last e xp! anation you gave me, 

But 2 23,000 people were told by people in) snes y had confidence, 
the leaders of their unions and their organizations, that even though 


you are going to get credit for service “i time prior to 1937 we 
are trying to set up a retirement plan under which you are going to 
receive annuities. 

Congress itself came up with a stamp of approval! on it. To tell 
those men, because you fall in the category of peop le who worked 
prior to 1937 and had untaxed service you are not goin g to get the 
15-percent increase generally given to other men because we have taken 
social-security benefits that you would have been entitled to except 
for this provision, and in addition we are not going to give you a 
S5 benefit, I believe they have a just complaint and I do not believe the 
statement anybody has made here since I have been sitting here is going 
to justify in their mind or to any man sitting on this bench trying to 
explain it. 

Mr. Scnorner. I appreciate the sincerity with which you say that. 
I appreciate the sincerity with which these people feel their expecta- 
tions have been disappointed. 

On the other hand, I think that the organizations I represent have 
an obligation to look at the entire picture and to compare it rather 
than being moved simply by the disappointed expectations of a few 
of the individuals. Among the people who se interests we have to 
consider are a million and a quarter people now working, paying the 
bill on this thing. 

Mr. THornperry. They are not paying the bill for what is being 
paid for out of what is gained under this dual benefits restriction. 

Mr. Scnoenr. They are to this extent: Even with this dual-benetit 
restriction, the latest actuarial valuation indicates a deficiency of 
little over ninety-one hundredths percent of the payroll. If that 
deficiency continues and is borne out in actual e Xperience, some ‘body 
has got to make that up. If the in dicated deficie ney is increased 
to 1.05 percent of the payroll, somebody is going to ‘have to make 
that up. The people who are going to have to make it up are the 
present and future railroad employees, not the people who have 
retired. 

Mr. THorneerry. You do that on the basis of assumption that some- 
how or other this fund that comes in as a result of this dual-benefit 
restriction is something that is being paid for by the people presently 
employed who are paying into the fund ? 

Mr. Scuoenr. It is not something coming in. This restriction does 
not increase our income one bit. It is simply a form of savings. 
We pay out less than we otherwise would. If we did pay out that 
additional amount, then, unless the system is actually overfinanced 
when the indicated deficiency is 1.05 percent, people who would have 
to foot that bill are the people who are working in the industry and 
will be in the future. 
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Mr. Tuorneerry. You say it isa saving rather than income. What 
you do is reduce what you w ‘ould pay to them and let them get it out of 
social security ¢ ‘ 

Mr. Scnorene. That is right. It is a saving of expenditures. 

Mr. Tuorneerry. That is all, Mr. Chairman. 

Mr. Hesevron (presiding). Mr. Beamer ¢ 

Mr. Beamer. I think you referred to the so-called prior-service 
credit. Shall we call that a contract? It is an arrangement that 
has been set up. 

Mr. Scxornr. No; I do not think it is properly to be regarded as a 
contract, Mr. Beamer; it is a statutory provision. 

Mr. Beamer. It is a provision, at least ? 

Mr. Scnorne. Yes; it isan enactment of law. As Mr. Fort pointed 
out this morning, if it were regarded simply as contractual, there 
would have been no obligation when the 1946 amendments were passed 
to extend the benefits of that legislation to those who had already 
retired. There would have been no obligation to extend the benefits 
of the 1948 amendments to those people. 

Mr. Bramer. I am not asking that you repeat the many things you 
have said previously; I just w ranted ‘to pursue another point. 

Would you say, then that the railroad management and railroad 
labor agreed to this so-called prior-service cr redit in order to permit 
the people to retire? Is that not the purpose? 

Mr. Scuorenr. That was done as a matter of necessity in order to 
provide even reasonably adequate annuities for those who were retir- 
ing in the early years of the system. 

Mr. Beamer. On the basis of this prior service, for what purpose 
would you say it was included in the formula? As a retirement or 
cash annuity, or just what was the purpose of that ? 

Mr. Scnornr. I am not sure that I get the significance of your ques- 
tion beyond what I have already said. 

Mr. Bramer. You say it is the legal statute, but I am wondering if 
the legal statute does not vary with the s sanctity of the contract. “In 
other words, the man who is going to retire sometime, and I think you 
will agree he is entitled to retirement benefits (if he does not feel 
perhaps under the law or the contract he would be getting that benefit 
sometime. 

Mr. Scnorne. I should doubt very much whether you find any cases 
where even after the reduction that has been applied anybody is getting 
any less than he would have gotten under the original 1937 statute and 
certainly is not getting any less when you look at what has occurred 
since that time in both the social-security and the railroad retirement 
field. 

Mr. Beamer. I am bringing this up because Mr. Heselton asked 
you the question, and I would like to have someone answer letters, 
telegrams, and postal cards we are receiving. They seem to feel there 
is something due them and they are not getting as much as they thought 
they would receive or they are getting less than the *y were getting in 
all these cases. 

Mr. Scnornr. I appreciate the problem you are presenting. I sus- 
pect that the disappointment they are expressing is probably due to 
the fact that they misunderstood or were misinformed as to what the 
pending legislation provided when it was before Congress for con- 
sidering. 
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Mr. Bramer. If I had time, I would give you an experience I had as 
a freshman 2 years ago, because I listened to all of the t testimony. 
Then I wrote hundreds of people back in the district, railroaders, 
mind you, and I asked them several questions. By their answers I 
found out that they knew what they wanted. They were definite. 
There were only six exceptions in hundreds of these letters. I think 
they are very intelligent people. I know many of them personally. 

Mr. Scnorenr. I know they are. I am very proud to assist in repre- 
senting them. . 

Mr. Beamer. They are very good friends of mine. Here is the 
thing they are saying now. That is the reason I bring up the idea of a 
contract. Maybe that is not the proper term, but if a contract or legal 
statement or provision is inviolate, then if a man retires at a certain 
level of benefits for which he paid, would you think this level should 
be disturbed by the violation of the dual benefits section, whatever 
the number was? 

In other words, they would not complain if they were getting more, 
would they ¢ 

Mr. Scnorene. The fact of the matter is, they are. I have just been 
handed a table which shows the relative seats of some typical cases 
of these people who are affected. 

Mr. Bramer. Is that the 32,800 that was given in testimony yester- 
day ¢ 

Mr. ScHorene. This is not related to the numbers of individuals but 
to typical individual cases. For example, a back-age man who retired 
in 1938 was awarded an annuity of $63.22. He is now getting, after 
ae of the dual benefit provision, an annuity for himself of 

$53.55 and an annuity for his wife of $16.01, or a total of approxi- 
mately $6 more for the two of them under railroad retirement than 
what he was awarded in 1938. 

In addition to that, he is, himself, receiving from social security 
$54.56 and his wife is getting $24.50, or a total of $148.66 as against 
the $63.22 he was originally awarded. He is getting more but he is 
still complaining. 

Mr. Beamer. Do you think that is true of these men writing us 
today ? 

Mr. Scuoene. That is a typical case of the people involved. 

Mr. Br AMER. I am just asking for information. 

Mr. Scuoent. I think that is typical of the people who are writing. 

Mr. Beamer. I w as afraid it was not, because some of them were 
rather strong in their language. 

Mr. Scuoen®. I have looked into quite a number of these cases. I 
think you will find that experience is typical. 

Mr. Beamer. I know it is late, and I will accede to the request. 

The CuatrMan. Have you finished ? 

Mr. Beamer. Another time; there will be other witnesses. 

The CHarrmMan. You do not object, do you? 

Mr. Bramer. No, I do not have any preference about it at all. 

The CHatrman. Mr. Younger? 

Mr. Youncer. You speak of “relative equities.” What do you 
mean ¢ 

Mr. Scnoene. I mean equitable treatment as between themselves. 

Mr. Youncer. You do not refer to the fund at all? 
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Mr. Scnornr. No: what I am talking about is the equitable claims 
of the million and a quarter employees who are now in active service, 
the millions who will be in service in the future. 

Mr. Younerr. You make no reference to any equity that either of 
them have in either fund ? 

Mr. Scnornr. No. That is not what I mean. 

Mr. Youncer. You made the statement, and I think it is fairly 
accurate since I took it down, “We provided in the original legislation 
that credit for prior service would be taken care of as a matter of 
necessity.” 

Mr. Scuoene. That is right. 

Mr. Younger. Did you have a part in the original legislation / 

Mr. Scuorenr. No, I did not have, Mr. Younger. The organizations 
I represent did have. 

Mr. Youncer. You say “We provided for it 

Mr. Scnoenr. When I used the term “we” I had reference to the 
organizations for whom I am speaking here. 

Mr. Youncer. Did you work for the Retirement Board at one 
time ? 

Mr. Scnorenr. Yes. I was assistant general counsel of the Railroad 
Retirement Board under the original Railroad Retirement Act from 
1934 to 1935. I was general counsel for the Board under the 1937 act 
from about the middle of 1937 until approximately the same time 
mn 1942, 

Mr. Youncer. Did you at any time that you were with the Board 
ever hear anybody explaining to the people who were retiring at that 
time or about to retire that they had no rights or interest or any- 
thing in this railroad-retirement plan that this was a “gratuity pro- 
vided out of necessity,” as you expressed it? Was that explained to 
them at that time ? 

Mr. Scnorene. I do not think there was any occasion to make such 
an explanation, Mr. Younger. I think it was clearly understood by 
everyone concerned with it that if you wanted to get a retirement 
system going, you had to provide some means of computing an annuity 
that people could live on for those who were then of retirement age. 
I thir nk ever ybody understood that. 

Mr. Youncer. Was it not more or less true that they were led to 
believe that they would be treated just like any other member receiv- 
ing an annuity under retirement 4 

Mr. Scnoenr. No. There were differentiations from the very be- 
ginning. In the first place, eligibility for prior service credit was 
dependent upon being in active service or in an employment relation 
on the enactment date. From the beginning there has been this 
difference in the comput: ation. 

Mr. Youncrr. The Retirement Board took over all of the pensioners 
who had already retired. They did not have to be in active employ- 
ment on the effective date in 1937 

Mr. Scuornr. But their annuities were not computed on the basis 
of any prior service. 

Mr. Youneer. But they got the same annuities. 

Mr. Scnoenr. No, they did not. They got what the railroad had 
awarded them with the restoration of reduction that might have been 
made. Their annuities were not computed under the annuity formula. 
They got what was called “pensions” and it was determined by what 
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they had been awarded under the railroad-pension plan. It had noth- 
ing to do with the formula which involves the use of prior service 
credit. 

Mr. Youncer. That is quite different from what Mr. Harper testi 
fied to a while ago. 

Mr. Scuoene. I think you may have misunderstood Mr. Harper, 
because I am sure Mr. Harper is very familiar with the taking over of 
these pensioners and I am sure he would confirm what I have just 
stated is correct. 

Mr. Youncer. Let us get out an example. Here was a pensioner 
who retired in 1936 and here is a man who was working and he did 
not retire until 1938. They both reached 65. They both had 30 years’ 
service in the railroad and they had drawn exactly the same pay all 
the way through. Would their annuity be the same / 

Mr. Scuoene. No. 

Mr. Younaer. It would not be the same / 

Mr. Scuoene. If it were, it would be by accident ; conceivable acci 
dental, I mean. 

Mr. Youncer. They had exactly the same pay; they had worked 
exactly the same number of years all the way through, and yet they 
would have a different annuity ? 

Mr. Scuorene. That is right. It would be entirely different. They 
would have no relationship to each other. 

Mr. YounGer. To what a man earns or how long he works. That 
is new evidence. I am glad to get that. 

Mr. Scuoene. I think you interrupted what I was going to say by 
talking about these pensioners. I was going to add to what I previous- 
ly said, from the beginning there were other differences between prior 
service and subsequent service. Those whose annuities are computed 
on the basis of any prior service have a maximum of 30 years’ credit; 
whereas, those whose annuities are ¢ ompu ted entire ly on service after 
1936 have no limitation on the number of years of service that can be 
taken into account in computing their annuities. 

Mr. Youncer. I gave you the fact they both had 30 years’ service. 
They both had drawn exactly the same pay during the 30 years and 
one of them reached 65 in 1938 and the other reached 65 in 1936. Yet 
under the Railroad Retirement Act their annuity would be different ? 

Mr. Scuorenr. Assuming they both retired upon reaching age 65, 
that is right. 

Mr. Youncer. Their annuities would be different / 

Mr. Scuorenr. Entirely different. A fellow who retired in 1936, 
what he would get would depend on whatever the company pension 
plan was. Some companies had relatively good pension plans and 
others had relatively insignificant ones. If he retired on a railroad 
that had no pension plan, he would get nothing. 

Mr. Younecer. I am talking about the fact he was retired under a 
railroad that had a private pension plan. 

Mr. Scnorenr. What he would get under the Railroid Retirement 
Act would depend on the provisions of that plan, not on any pro- 
visions of the Railroad Retirement Act for neers an annuity. 

Mr. Youncer. On another matter, we have here a case a man has 
worked for a long period in an industry covered by social security 
and during the war he left his position in social security. He had his 
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full period in there and was fully insured and covered. He came to 
the railroad. He worked for the railroad during the war and a short 
while afterward. He reached 65 then. As I understand, when he 
reached 65 he had paid into the railroad retirement fund and he 
was entitled to a certain annuity at the age of 65. 

Mr. Scuoenr. He would not be entitled to an annuity under the 
present law unless he had 10 years of railroad service. 

Mr. Youneerr. So he worked during the first part of the war and 
worked 10 years, became 65, and he would be entitled to an annuity 
from the railroad retirement fund. He also is qualified under social 
security. There is no deduction there whatsoever in that man‘ 

Mr. Scuoener. No. 

Mr. Youncer. He gets both of them all the way through ? 

Mr. Scnoene. That is right. 

Mr. Youncer. I want to read one thing out of the law. Section 7 
in the act reads: 

Nothing in this act or the Railroad Retirement Act of 1935 shall be taken as 
restricting or discouraging payment by employers to retired employees of pensions 
or gratuities in additon to the annuities or pensions paid to such employees under 
such acts, nor shall such acts be taken as terminating any trust heretofore created 
for the payment of such pensions or gratuities. 

Was that not rather an indication that an encouragement to pay 
people or to go out and get employment or to gain more than was 
paid under the Retirement Act? Is that not an intent of Congress ? 

Mr. Scuorenr. It was the intention of Congress, as I would under- 
stand from that provision, not to discourage the setting up of supple- 
mental pension plans on the part of the railroads. So far as I am 
familiar with them—and I want to speak with a great deal of diffidence 
about this because I do not know much about it—those plans very 
generally related to covering by a pension system the monthly income 
in excess of the $300 per month that is creditable under the Railroad 
Retirement Act. I do not think that it generally duplicates the 
benefits. 

Mr. Youncer. It just says “by employers.” It does not restrict it. 

Mr. Scuorenr. The term “employers” is a technical term in the act. 
It means employers covered by the act. 

Mr. Youneer. That refers only to railroads? 

Mr. Scorn. To railroads and the other related employers. 

Mr. Youncer. There are a number of people drawing retirement 
from the Railroad Retirement Board and drawing gratuities from the 
railroads. 

Mr. Scuornr. So I think some of them are contributory plans. 
Again, I do not want to speak too positively, because I do not know 
too much about them, but, as I said before, my impression is that 
they are largely plans relating to monthly compensation in excess of 
the $300 which is creditable under the Retirement Act. In that sense, 
they do not duplicate the benefits paid under the Retirement Act. 

Mr. YounGer. You referred a number of times to the fact in this 
law that it was required that the man retire in order to get his pension. 
You had something to do with the writing of the law. Was it possible 
that. was put into the law as a part compensation or an encouragement 
to all of the people who were working at that time who were about to 
retire to make sure they did retire; and if they did retire, they would 
get a pension or annuity from the Retirement Board so they would 
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not work on and take the place of younger men who wanted to come 
along and work? Is that right? 

Mr. Scuoene. I think it is fair to say that was in part its purpose. 
I think it was also in part an expression of a policy against having 
people who are drawing retirement benefits in competition on the |: abor 
market with the people who are wholly dependent on their wages for 
their income. 

Mr. Youncer. It would have been natural, though, just human, if 
those elderly workers at that time were not included in the plan, they 
would have continued to work? 

Mr. Scuornr. Yes. This is certainly one of the purposes, to make 
it possible for them to retire. 

Mr. Youncer. That is all, Mr. Chairman. 

The CuarrmMan. Mr. Staggers ¢ 

Mr. Sraccers. No questions. 

Mr. Crosser. I would like to ask one or two questions. 

You, for a considerable time, were chief counsel for the Railroad 
Retirement Board. 

Mr. Scnorenr. Approximately five years. 

Mr. Crosser. That was when they c hi inged the system ? 

Mr. Scnornr. That followed immediately after the enactment of 
the 1937 Act. 

Mr. Crosser. While you may not have drafted all these laws, you 
were having a whole lot to do with advising on them or after they 
were submitted ? 

Mr. Scnorene. Yes. Naturally, one of my functions while I was 
general counsel was to advise the Board with respect to any legisla- 
tion then pending. Since 1945 I have advised the Railway Labor 
Executives Association with respect to all pending legislation or pro- 
posed legislation. 

Mr. Crosser. You were not a Wall Street lawyer before you came 
up here ? 

Mr. Scuoenr. I had a period of approximately 1 year in the serv- 
ice of a law firm in New York which I suppose might be character- 
ized as a Wall Street firm. It was with Clark, Bunker & Ballantine. 

Mr. Crosser. I though you passed muster as a fellow who came 
from the cornstalks and honestly wanted to be a good lawyer. 

Mr. Scnoene. I think I could be so characterized. I was not too 
seriously contaminated by that year of experience. 

The Cuarmman. Mr. Heselton ? 

Mr. Hesevron. Did you have any experience in Philadelphia? 

Mr. Scuoene. Not in practice there. I have had matters to attend 
to in Philadelphia. I could not be characterized as a Philadelphia 
lawyer if that is what you are driving at. 

The CuarrmMan. They have a brilliance at times that makes a lawyer 
from Massachusetts jealous. 

Mr. Scuoene. I might say, Mr. Chairman, that I have acted 
Washington counsel for some Philadelphia lawyers on occasion. 

The Cuatrman. That is all, Mr. Schoene. Thank you for your 
appearance. No doubt whenever you appear before this committee, 
you are subject to considerable questioning. That should be taken 
as a compliment by a witness because it is an indication that he has 
said things that create thoughts and, naturally, questions. We appre- 
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ciate the assistance that you have given to the committee on this par- 
ticular matter. 

Mr. Scnorenr. Thank you, Mr. Chairman. 

I want to say to the committee that I appreciate the opportunity 
to appear before you and the courtesy you always extend to me when 
I do appear. As usual, it has been a pleasure to appear. 

The Cuatrman. Thank you, sir. You always come prepared to 
be helpful to the committee and you have done so today. 

The committee will adjourn until 10 o’clock tomorrow morning. 
Mr. Latimer will be the witness tomorrow morning. 

(Whereupon, at 5 p. m., the committee adjourned, to reconvene 
Friday, June 5, 1953, at 10 a. m.) 





RAILROAD RETIREMENT ACT 
(Dual Benefits) 


FRIDAY, JUNE 5, 1953 


House or RepresENTATIVES, 
CoMMITTEE ON INTERSTATE AND ForEIGN ComMERCE, 
Washington, D.C. 
The committee met, pursuant to adjournment, at 10 a. m., in room 
1334, New House Office Building, Hon. Charles A. Wolverton (chair- 
man) presiding. 
The Cuarrman. The committee will please come to order. The 
first witness this morning will be Mr. Murray W. Latimer. 


STATEMENT OF MURRAY W. LATIMER, REPRESENTING BROTHER- 
HOOD OF LOCOMOTIVE ENGINEERS, BROTHERHOOD OF LOCOMO- 
TIVE FIREMEN AND ENGINEMEN, ORDER OF RAILWAY CON- 
DUCTORS OF AMERICA, AND THE BROTHERHOOD OF RAILROAD 
TRAINMEN, WASHINGTON, D. C.—Resumed 


Mr. Larrwer. Mr. Chairman. 

The Cuarrman. Mr. Latimer, if you will give your full name and 
some of the background of your experience I think it might be helpful. 

Mr. Latimer. Thank you, Mr. Chairman. 

My name is Murray W. Latimer. I am a consultant on industrial 
relations, specializing in employee-benefit plans, with offices at 1625 
K Street, NW., Washington, D. C. 

In view of the chairman’s suggestion, I might add that I have 
been engaged in the study, formulation, administration, and valua- 
tion of pension plans for more than 25 years. 

I was Chairman of the Railroad Retirement Board for 1114 years. 

I was the first Director of the Bureau of Old-Age Benefits of the 
Social Security Board, and in recent years I have participated in the 
formulation and administration of plans in the steel, automobile, 
paper, hosiery, and retail trades, in addition to some others which 
may have a bearing on the problems before you. 

I appear here today on behalf of the Brotherhood of Locomotive 
Engineers, the Brotherhood of Locomotive Firemen and Enginemen, 
the Order of Railway Conductors of America, and the Brotherhood 
of Railroad Trainmen. I appear in support of the proposals to 
amend the Railroad Retirement Act by eliminating, as of its incep- 
tion, the so-called social-security offset. 

I think characteristic of this hearing, if I may depart from my 
paper, is the name which has been attached to the subject matter of 
these proceedings. It has been called “dual benefits.” 
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The main characteristic of these benefits is that they are not dual. 
A dual benefit, I think by any definition, is a payment for the same 
service, for the same time. 

The main characteristic of the benefits which are the subject matter 
of these hearings is that there is a reduction in the railroad-retire- 
ment annuity because of the payment under the Social Security Act, 
not for railroad service, but for any service not on a railroad, so long 
as it is under the Social Security Act; not for a period pe to 19387, 
but for a period after 1937, and there is nothing dual about it. 

These are reductions—they are reductions that I shall bring out in 
a moment, in a benefit which the man who suffered from the reduction 
had a right to expect to receive. They may not have had a legislative 
right or a contractual right, though they were entitled to think so; 
but they had a moral right, and I think I shall demonstrate that. 

This offset was incorporated in the Railroad Retirement Act by 
amendments of October 30, 1951, and offsets being made today were 
substantially increased by the social-security amendments of 1952. 

In view of the chairman’s reading of the provision of the act for 
the social-security offset, I shall skip over that part of my statement, 
if I may. 

{ would also like to add that the 1952 amendments to the Social 
Security Act, of course, increased the benefits of those railroad em- 
ployees who before the 1952 amendments were receiving the minimum, 
based on social security, or whose annuity was less than the new social 
security, as raised by the 1952 amendments. 

The organizations which I represent are deeply grateful for the 
fact that there has already been introduced into this Congress 18 bills 
for the repeal of the social-security offset. 

Now, the enactment of any one of these 18 bills would carry out 
the major purposes sought by these organizations. 

The bills themselves differ in some matters of detail, but in prin- 
ciple the end result achieved by all of them are identical. 

In preparing this statement I was aware that there had been pre- 
sented to the Congress a study of the general subject by the Legisla- 
tive Service of the Congressional Library. As Mr. Fort pointed out 
yesterday that has been published in the Congressional Record for 
May 5, 1953, beginning on page 4650. 

That statement discusses the pros and cons of the social-security 
offset which it refers to primarily as the section 7 provision; the sec- 
tion being the seventh of Public Law 234, which amended the Rail- 
road Retirement Act of 1951. 

I shall not deal with, primarily, the matter taken up in that mem- 
orandum, but I shall in this statement after some description of the 
characteristics of this social-security offset as interpreted by the Rail- 
road Retirement Board, set forth some of the inequities which have 
resulted from the operation of the offset. The first of these inequities 
is, as between those who have a fully-insured status under the social 
security and those who do not, making the comparison internal within 
the railroad-retirement system or railroad employees thought of as a 
separate group. 

I was rather struck yesterday when Mr. Schoene was asked by a 
member of the committee how he defined an equity or a question 
which had that import. His answer was that he was looking at this 
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problem from the point of view of internal relations within the rail- 
road employees as a group. 

That is a valid way of looking at it from a partial standpoint. 

The position taken here is that railroad employees are citizens of 
the United States. Their equities go beyond what is internal to the 
railroad-retirement system. Railroad employees as a group—they 
have a right to have their equities looked at from the point of view 
of the fact that they are citizens, entitled to the rights and privileges 
of that status. Consequently I have in this statement dealt with the 
inequities as between railroad employees and employees covered by 
other systems operating by authority of Federal law or established 
by Federal law, and there are a large number of such. 

Third, I have taken up the inequities as between railroad men and 
those who yea for other industries. 

Fourth, I deal with the inequities imposed upon employees who 
involuntarily separated from the railroad service, and the character- 
isties of the larger part of this inequity is that the service has been 
terminated involuntarily, not only through no fault, but through fac- 
tors over which he had no control whatever. 

I shall contend that these inequities constitute injustice; an in- 
justice which justifies or even demands retroactive correction. 

Next, I shall refer briefly to some problems of administration. 

Finally, I shall mention, without extended analysis, the financial 
factors to indicate that these do not and cannot warrant the con- 
tinued perpetration of injustice on thousands of retired railroad 
workers. 

Before passing on to the main part of the statement, I should like 
to emphasize that, until 1951, the Railroad Retirement Act had been 
universally regarded as providing annuities and pensions payable, 
upon retirement for age, for the entire remaining lifetime of the re- 
tired employee, save only for months in which he performed em- 
ployer service and was employed by his “last employer.” The fact 
that the Congress has, by way of afterthought, reduced their annui- 
ties and pensions by reference to what they think of as totally extrane- 
out factors has been deeply disturbing to thousands and tens of thou- 
sands of members of the organizations for whom I speak. For they 
have interpreted the action to mean that the security which they had 
thought to be inherent in the railroad-retirement system may be sub- 
ject to a lot of fine print not yet written. 

In view of a good many things that have been discussed in the last 
3 days about that general topic, I would like to divert from my state- 
ment for a few minutes and indicate why it seems to me, and to those 
whom I represent, that railroadmen had a right to expect that the 
benefits payable under the Railroad Retirement Act were not subject 
to reduction. 

No matter how you rationalize it, it was a reduction. 

I might say also that, just for the record, I have been interested 
in the last few days to try to find out if there is any system of old- 
age insurance in the whole world maintained by a national govern- 
ment in which this thing ever happened. There is. It happened in 
1923 in Germany. It happened in 1942 in Greece. It happened a 
little later in Italy. The characteristic of all of those unfortunate 
repercussions was that you either had an inflationary situation result- 
ing in war or you had a country overrun by the enemy. 
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This is the first time in the history of all of the world in which 
men given benefits by a law of a national government have ever 
had those benefits reduced. I rather expected that I might find some- 
thing of that in South America, where, in my — the systems 
are not altogether as strong as they might be; but it had not hap- 
pened, and these anomalies as they are called in the whole literature 
about the anomalies arising from duplicating, gaps between systems— 
and there is very large literature on it—and no place anywhere else 
in the worold has any anomaly ever been taken as an excuse for reduc- 
ing a commitment made by a national goverment. It remained for 
the year 1951 for that to be done in the United States and with railroad 
employe es as the victims. 

But I said I would give some indication as to why I thought rail- 
roadmen had a right to expect somewhat different treatment. 

Back in 1937 when the Railroad Retirement Act of 1937 was under 
consideration, at the time or shortly after the agreed-upon bill was 
introduced, the chairman of this committee, who was then the ranking 
minority member, had among other things this to say: 


For many years many of the railroads of the country have voluntarily main- 
tained pension systems for the benefit of those who have retired from active 
service. In some instances the pension benefits have been highly satisfactory, 


but it is also true that in some other insiances the system in effect was not en- 
tirely satisfactory to the employees, and on some railroads there was no pension 
or retirement system whatever for retired employees. 

This bill will create a national system, uniform throughout the country and 
eliminate the ever-present fear that a voluntary plan might, because of economic 
conditions, be discontinued by the company or the payments greatly reduced at 
any time. With the enactment of this bill into law, the basis for any such fears 
in the future will be removed. It makes permanent and sure that which was 
formerly uncertain or doubtful. 

And he did not say that if a man got something somewhere else 
it would be taken away from you here. 

The chairman of the committee at that time was Mr. Clarence F. 
Lea. no longer in Congress. Mr. Lea among other things had this to 
Say: 

The employee acquires retirement rights at 60 years, after 30 years of service. 


Mr. Lea did not write in fine print that. He said “rights.” He said 
also: 
The employee acquires an assurance— 


not an assurance that if he did not do something somewhere else he 


would get it. He vot an assurance, no qualifications 


against age and disabilities that disabled him from an economic standpoint and 
gives assurance of aid, comfort, and happiness. 

If you have any doubt that the social-security offset has not added 
to the discomfort and unl lappiness of ri ailroad employees I should 
suppose that your mail would disabuse your mind on that score. 

Reference was made yesterday to the fact that the Railroad Retire- 
ment Board sent letters to retired employees in which there was a 
statement that payments would be made for life, with certain quali- 
fications about return to service; but those letters were sent. I was 
responsible for them and for that I have no apologies. After reading 
them in the Congressional Record, I thought, and I think now that I 
Was justified. I would also like to read a couple of questions and 
answers from a booklet distributed in the hundreds of thousands by 
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the Railroad Retirement Board called (Juestions and Answers on the 
Railroad Retirement Act. 

I have two editions here; one revised in April 1941. There were a 
number of them. Another revised in June 1942. These questions 
and answers, | may say, were not printed without the advice of 
counsel. 

This is question No. 63 in the edition of April 1941: 

Once I perform service creditable under the act, can I ever lose my right 
to that service? 


And the answer Is: 


No. Regardless of when your service was performed and whether or not 
Was continuous. 

There is a similar question, question No. 65, in the edition of June 
1942, which has cross-references to questions 43 and 44, inserted by 
advice of counsel, which qualified that to the extent of saying if you 
did not have either an employment relation on August 29, 1935, or were 
then in service, you cannot count prior service. 

Men who received that kind of information from a Government 
agency which issued with the statements made by the Members of 
the Congress of the United States, who are in charge of this legis- 
lation, have a right to rely on it. 

In the 80th Congress there was a committee appointed by the 
Senate Finance Committee called an Advisory Council On Social 
Security. That committee was headed by a former Secretary of State. 
Its associate chairman was Professor Slichter, of Harvard; the dean 
of the faculty of Princeton; the vice chairman of the board of Trust 
Company of Georgia; the present Under Secretary of the Treasury; 
the president of the Provident Mutual Life; the vice president of 
R. H. Macy—I know these gentlemen whose titles I mention. They 
are not given to making statements lightly or without due 
consideration. 

This is what they had to say about the railroad retirement system 
in a report in 1948 to the Senate committee : 

The railroad retirement program gives railroads workers vested rights in re- 
tirement benefits, regardless of the length of time they are employed. Thus 
unlike Government employees, employees of nonprofit organizations, members of 
the Armed Forces, railroad workers are certain to qualify for at least some 
benefits under at least one retirement system. 

Now, they thought there was some coordination needed, but they 
had no doubt that railroad retirement gave to the covered employees 
some vested rights. They doubtless were not speaking of contract 
rights. I think they were talking about moral rights and rights which 
employees of the railroads had a right to believe they possessed. 

The second point which I want to divert from my prepared state- 
ment for a moment has to do with the work clause and the explanation 
given here as to why there was not a work clause; why there now 
ought to be one; and why what has been done here in merely a partial 
substitute for a work clause. 

In the hearings before the Joint Committee on Railroad Retire- 
ment Legislation last August, there was published for the first time 
the agreement beween he Railroad Labor Executives Association and 
the Association of American Railroads, underlying the 1937 Act. 
That agreement provided for a universal work clause. On page 86 
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of the hearings, this document was introduced into the hearings by Mr. 
Fort, under the he: ading “Retirement Age,” there is this statement : 

No benefits to be paid until employee actually retires from regular gainful oc- 
cupation. And under the heading “Withdrawals” also no annuity to be 
paid until retirement from any regularly gainful occupation after attaining 
retirement age. 

The bill which was originally drafted embodied that agreement; 
provided that in any month in which a retired employee receiving 
an annuity under the Railroad Retirement Act was engaged in 

regular gainful employment—not limited to the railroad industry ; 
not limited to the social secur ity coverage—any regular gainful em- 
ployment, he was not to receive an annuity for that month. 

That provision was not in the bill considered by this committee 
or by the Senate committee which later became the Railroad Retire- 
ment Act of 1937, because it had been deleted by mutual consent. 
At a meeting on May 3, 1937, of the Railroad Labor Executives As- 
sociation in Cincinnati there was a dis: agreement with that provision 
and the Railroad Labor Executives Association asked the Association 
of American Railroads to change it. 

Mr. Harris. When was this meeting? 

Mr. Latimer. May 3, 1937. It was referred to in the hearings 
before this committee by Mr. George Harrison, on the bill, H. R. 6956, 
of the 75th Congress, 1st session, on page 13, and in answer to a ques- 
tion by Mr. Mapes, Mr. Harrison said that “Under the original draft, 
we had restricted the right of pensioners to the extent that they were 
denied the right to participate in regular gainful employment. That 
meant that the pensioner could engage in employment for himself or 
could get a little chicken farm or a fruit farm and work that himself, 
or engage in irregular or part-time employment, and still get his 
pension. He meant annuity. But, many of the railroad workers will 
be paid such small pensior is under this legislation—. . . we thought it 
perhaps would be nothing more than right for the pensioner to go 
ahead and do what he might wish to do and still be paid his 
pension .. .” 

It just happens that there was only one witness on this legislation 
whoever favored a work clause, and I was that witness. Nobody else 
ever did favor it. In 1940, when the first Railroad Retirement Act 
valuation showed a deficit, the Board did not recommend an increase 
in taxes. For my part, the fact that there was not a work clause— 
and I still had the feeling that there might well be one—was one of the 
factors which led me to join with my “colleagues i in refraining from 
recommending an increase in taxes. 

The second valuation indicated a deficiency. It had become quite 
clear to me that nobody was going to join me in wanting a work clause. 
Any saving from that score was out. And though I had no company, 
I recommended tax increases. 

That tax increase was for the purpose of meeting what then seemed 
to be a deficiency and all of the wisdom that hindsight has given has 
not led me to conclude that there was not one. But of this Tam very 
sure: The talk about prior service to 1937 having been not taxed is an 
invention having the substance of moonshine. Tt is not so. It never 
was intended to be so. 
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The valuations indicated a deficit in 1937, 1938, 1939, 1940, 1941, and 
1942; but in those years, on the basis of the act currently in effect, every 
tax payment ever made under the Railroad Retirement Act by any- 
body, contained an allowance toward the cost for prior service. It 
was not a full cost, but there was an allowance for it. And except for 
the first 3 years, even if you go back and assume that the pensions that 
ought to have been accrued were 38 percent higher than we had any 

right to suppose they were then (because we were going by the act as 
it was written and could not see 10 years or 14 years in advance) that 
same statement is true for every year except 19: 37, 1938, and 1939 when 
there was a slight failure to cover the current cost at the present 
38 percent increased annuities. But in every other year, every tax 
payment has covered more than the current cost of annuities even at 
the higher rate and if that is not a payment toward, a tax toward 
prior service, I do not know what you call it. It is not a tax that 
has any justification for anything that has happened since 1937. 

Now, there have been some additions to the taxes because of the 
failure of that extra tax over and above the current cost, to meet the 
entire liability on the unfunded liability; but there was a payment 
toward it and it cannot therefore have been said to be entirely untaxed, 
unless, despite protestations that this is a group plan, you take it on 
an individual equity basis. The minute you take it on that basis, this 
plan and almost all of the other pension plans which have ever op- 
erated in these United States immediately fail. 

If I may, Mr. Chairman, I would now like to return to my prepared 
statement on page 3, and without going into detail, describe briefly one 
of the characteristics of the social-security offset which I think has 
been overlooked in these hearings. 

The amendments to the Railroad Retirement Act made in 1951 
provide that reductions are to be by the portion of such annuity which 
is based—that is the annuity received by the person who also gets 
a social-security benefit—by the portion of the annuity which is 
based on his years of service, average compensation before 1937. by 
the amount of such old-age insurance benefits, whichever is less. 

Now, the Railroad Retirement Board in its literature on this point 
has said that that means that an annuity may not be reduced below 
the amount that would be payable on the basis of railroad service after 
1936. That is on page 227 of the Board’s Monthly Review, vol. 

On page 7 of Mr. Matscheck’s statement, this interpretation that the 
annuity is not to be reduced below the amount you can receive on the 
basis of service after 1936 alone is repeated. 

Now, it happens that that is not what the law says, because if you 
calculate the annuity payable for service and compensation before 
1937 as if it were the only part of the service, and if you calculate 
that part paid on the service after 1936, and you add the two together 
you get an annuity which is smaller than the total annuity figured on 
a combined basis in every case in which the average compensation 
for prior service is in a different percentage bracket from the per- 
centage for subsequent service. 

In all of the cases I have tested—and I have not tested all of them— 
this generalization holds. I think there are 42 equations for prior and 
subsequent and total service, for these possible differentials. They 
boil down to a smaller number of sets of equations, and I had not had 
the time to solve all of them, because I never paid too much attention 
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to that particular aspect of this until a week or so ago; but in every 
case I have seen so far—and I think theoretically it is reasonably clear 
that there will always be a reduction—a reduction on the basis of sub- 
tracting from the total annuity that part of which would be rec eived 
if there were only service and compensation after 1936. The remain- 
ing part is always less than the result you would get if you subtracted 
from the total annuity the amount which would be paid if there were 
only prior service. 

I may have taken the Railroad Retirement Board too literally. I 
have seen only 2 cases which check their interpretation. These seem 
to have followed what I take to be the universal rule, and they have 
therefore, again unless it is affected by the minimum or some other of 

the arbitrary reductions, they have in every case where it is possible 
to have a difference, deprived the employee of what might be paid to 
him if a different construction was placed on the language. Now, 
neither iat rpretation of the statutory language is ar ithmetically clear 
nor more correct than the other. I should think the alternative, the 
one the Board has not used, would have legal pre ference since the 
statute refers only to the annuity loser on prior service and compensa- 
tion here might be a third group when the sum of the two is not equal 
to the total of the annuity, it might be prorated. But in any event, 
the caleulation is such as to deprive the employee, in my judgment, if 
followed universally, as in the cases which I have examined, of what 
he is rightfully entitled to even under the existing law, which as I 
indicated seems to me to be wholly bad. 

I would like, Mr. Chairman, to give at this point two cases. I have 
first the case of the retired employee by the name of Edward V. Shaw. 
His annuity application number was A-317037. On the date of the 
1951 amendments, Mr. Shaw was receiving an annuity of $123.67. 

Mr. O'Hara. What date, Mr. Latimer? 

Mr. Latrwer. October 1951. That was about the end of October. 
He had been retired and at that time he was or would have been, upon 
application, entitled to receive an annuity from the Social Security 
Act, but since he was on the rolls on October 30, 1951, he was pre- 
sumably protected by the saving clause. Therefore, he had his annu- 
ity increased 15 percent. It was then reduced by the amount of the 
annuity to which he would have been entitled, upon application, to 
the Social Security Board, which application he had not made. 
Therefore, he was not entitled and by operation of the saving clause, 
the annuity was increased back to $123.67. 

At that time his wife was living. She became entitled to an annuity 
of $40 a month, but she died in April 1952. So that she received that 
annuity for only 5 months. 

In October 1952, Mr. Shaw, much to his subsequent sorrow, filed 
an application for social security. Having filed and being 65, and 
having the requisite quarters of coverage, he became entitled to bene- 
fits under social security. That benefit was $77.10. My information 
does not. cover the actual period Mr. Shaw worked, but he worked 
for the State of Arizona in a job covered by social security, by election 
of the Social Security Act of 1950, so I ts ake his total per iod of employ- 
ment under social security was not long; but by the act of application, 
and by nothing else, Mr. Shaw’s monthly income was reduced from 
$12: 3.67 to $6! 5.12. 








RAILROAD RETIREMENT ACT 167 


Now, Mr. Shaw has not received a penny of social security. His 
income therefore as of the time before the 1951 amendments passed 
on October 31, 1950, his income as of now is about $38 a month less than 
it was then. 

Now, you can’t add that up to anything other than a plain outright, 
unadulterated reduction, and I have not heard any excuse for it yet. 

I have other letters. 

Mr. Harris. I do not want to interrupt, Mr. Chairman, but I do not 
get the amount of the reduction that you just explained. $123.67 to 
$65.12. How do you get the $38? 

Mr. Larmwer. Excuse me. Itis $58. There isa slight arithmetical 
error. Excuse me. I might add, Mr. Chairman, I believe at that 
point, that it is a reduction of almost $38 from the annuity that he got 
or would have gotten before the 1948 amendments. That is, there has 
been some statement here that some of these things may be excused, 
because some people got increases in 1948. This is below that point. 

I have a letter from a Mr. Bert Carr, who before August 29, 1935, 
had been awarded a pension by the Union Pacific Railroad Co. The 
amount was taken over by the Railroad Retirement Board in 1937 in 
the amount of $59.5 I am reasonably sure, although I have not been 
able to verify it sranplotely, that there was no reduction in pension 
after 1930 on the Union Pacific. It is one of the relatively few rail- 
roads which had never cut a pension. 

Mr. Carr therefore received from the Railroad Retirement Board 
precisely the same amount that he received from the Union Pacific. 

Mr. Carr at some point got a job, the exact location of which I do 
not know. It just happens that under the provision for taking over 
the pensions from the railroads, there was no restriction of any kind 
on the occupations of the pensioners, and we did take over pensions 
being paid by one railroad and paid to men who were working for 
another railroad at the same time, and who continued to work. Under 
those conditions, they did not become eligible later on for annuity. 

There were a number of them who got jobs in other industries. Mr. 
Carr was apparently one of those, because at some point along the line 
he became entitled to a benefit under the Social Security Act. His 
wife also “ ame entitled to a spouse’s annuity. 

But Mr. Carr himself, because of the operation of the social security 
offset a ision because he, on proper application, would be entitled, as 
also his wife is, is now receiving a pension under section 6 of the Rail- 
road Retirement Act less than the amount which was paid to him by 
the Union Pacific Railroad. 

It may or may not be relevant that in the agreement between the 
Railroad Labor Executives’ Association and the Association of Amer- 
ican Railroads, there was this provision : 

It is understood that the employees will save the annuitants on their annuity 
rolls harmless against loss as a result of their transfer to the annuity rolls under 
the Railroad Retirement Act. 

Under the rules of the Union Pacific Railroad—I am again ae 
from memory, although I am reasonably sure of my ground—Mr. Carr 
could have gotten another job and would have been entitled to old- 
age benefits under title II of the Social Security Act, and it would 
have had no effect on his Union Pacific pension. 

This is not an agreement agreeing to hold Mr. Carr or other pen- 
sioners harmless and counting as a credit against the pension some 
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income received by his wife to which she was entitled by an act of 
Congress. This is holding the annuitant himself harmless. 

I think—and I speak not as a matter of law, about which I know 
very little, but I should say that Mr. Carr has been harmed. I have 
no doubt there are a large number of other pensioners who have been 
harmed. 

[ will indicate I think a good many have not been harmed because 
they are probably unaware of this provision and there is no effective 
way of getting at them. 

The organizations which I represent would like to know if this 
agreement between the Railway Labor Executives’ Association, of 
which three of them were parties at the time it was made, has any 
meaning as of this date, because they have regarded themselves as 
bound by certain provisions of it, and ‘if this does not operate to make 
harmless any pensioner who may have been harmed by what happened 
as a result of the Railroad Retirement Act Amendments of 1951, they 
will be extremely interested to have that as a fact. 

That would mean that certain agreements by which they have 
hitherto regarded themselves as being bound no longer apply. They 
will therefore pursue the matter with quite considerable interest. 

Mr. Chairman, as I have taken up a good deal of time in these 
asides—and I have one or two more which I would like to get in—I 
will summarize rather briefly the content of the points I have tried to 
make here on these inequities. 

On the inequity as between the railroad employees who have an 
insured status under social security and those who do not, there is an 
inequity which has not been explained. The inequity arises out of 
the purely fortuitous circumstances in the way in which it applies. 
An effort has been made to explain it on various grounds. It 1s said 
that there was no real equity in giving prior service credits in the first 
place. It was a matter not of equity but of something else, with re- 
gard to which, asa layman, I do not understand. Neither did anybody 
else. 

All I can say is that if there had not been prior service credits, there 
would not be any Railroad Retirement Act, there would not have been 
one in 1937 and there would not be one today. There would not be any 
other kind of act of that character, because there would be no reason 
for its existence. 

The operation also has been explained on the basis of presumptive 
need. Presumptive need has to do with two situations. There is 
first the presumption that a person with a smaller income than another 
person has a presumptive need in relation to him. That particular 
definition of presumptive need, insofar as I am aware, has never been 
used as a defense for social-insurance legislation in this country. Cer- 
tainly it was never used before this committee. 

The presumptive need was used in connection with the Social Secu- 
rity Act Amendments of 1939 as the basis for defending the proposal 
to pay survivor benefits. I do not think it was used in the same con- 
nection before this committee. 

The presumptive-need argument as used here is wholly fallacious. 
It would have applications if those employees who suffer from this 
deduction were, by and large, the higher paid employees. They are 
not. If anything, it is probably the other way around, because it is 
those employees with low pay and who got low annuities who, in order 
to live, had to get jobs, and they got them under social security. 
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From the cases that I have seen, I would say that by and large, 
the presumptive-need doctrine wor ks the other way. The ones who 
are getting the extra amounts are those who are getting the smaller 
benelits, and in particular, some of those who are getting pensions, 
I have no doubt are being wiped out entirely. 

I was somewhat struck that the one area in which everybody pro- 
fesses complete ignorance is the area of pensions. I think I know why 
that is. 

There is an inequity in a statute which penalizes a man $58 a month 
for filing an application, which makes it possible for a man who has 
paid twice as much taxes as another to get a smaller annuity because 
of the offset, which has no relation to how much he gets but merely 
makes a reduction principally, apparently, for the sake of making a 
reduction, and which reduces him to the maximum amount by a 
strained interpretation of the law. That is the inequity within the 
railroad retirement system, and without looking outside, but I think 
we ought to look outside. 

I look first at the other systems of the Federal Government. There 
is no restriction on dual benefits under the Civil Service Commission. 

May I go back just one moment, please. There is one other set of 
inequities ‘within the railroad system itself which has to do with the 
operation of these supplemental plans. 

In October 1949, the Railroad Retirement Board put out a study, 
which unfortinately named no names, of railroad pension plans sup- 
plementary to the railroad retirement system. A considerable number 
of companies maintained such plans. I haven't the aeuae com- 
pletely up to date, but in 1949, the latest date I looked up, the total 
charges to account 457, as prescribed by the accounting regulations of 
the Interstate Commerce Commission for this particular charge to 
“Operating expenses,” totaled $17,400,000. 

There are two kinds of plans. There are those plans which provide 
for an overall railroad pension from which will be subtracted the rail- 
road-retirement amount. There are those which make the railroad 
benefit completely independent. 

I have in my hand the plan of the Erie Railroad Co., which ap- 
plies to salaried workers getting more than $3,600 a year. As I un 
derstand that plan, which was inaugurated in 1945, it gave benefits to 
railroad employees which were not reduced by the increase in railroad 
retirement benefits in 1948 or in 1951. They continued to receive 
the same amount. As far as I know, it has not been reduced for those 
who have not retired. 

On the Southern Pacific and the Western Pacific, you have the type 
of plan in which there is a reduction by the amount of railroad-retire 
ment pension. In the case of Western Pacific, it is a reduction by the 
amount of both railroad retirement and social security. In the South 
ern Pacific—— 

The CHamMan. will you wait just a moment until we arrive at 
some decision as to what the committee wishes to do about this quorum 
call? 

(Off the record.) 

The Cuarrman. The testimony that is being given by Mr. Latimer, 
representing four organizations of the r: ailroad workers, is very im- 
portant. We need to hear it to get a full understanding of the matter 
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I am hopeful that the committee will appreciate that necessity and 
will return so that we can have a representative attendance. I would 
fee] that there was some reason in the suggestion that has been made 
by Mr. Hinshaw that we either cease now or wait until the second bell 
is called and then return for probably an hour, which will enable us to 
get well along. We need the hour and we need the information. 

Mr. Harris. Could I inquire as to how much time Mr. Latimer feels 
he will take? 

Mr. Latmoer. I haven’t the remotest idea how much I have taken. 
I would think about 45 minutes more. 

The CHarrman. That would enable us at least to have his state- 
ment finished before we adjourn for lunch. Then the period for 
questions by members could be determined by those who are most 
anxious to participate. 

(Discussion off the record.) 

The Cuarrman. We will adjourn now to answer the roll call, and 
we will return immediately, having in mind that every man back here 
enables us to start just that much sooner and get further along. 

( Brief recess. ) 

The Cuarrman. The committee will please come to order. 

You may proceed, Mr. Latimer. 

Mr. Lariwer. Mr. Chairman, as we recessed, I was referring to the 
different types of railroad pension plans supplemental to the Rail- 
road Retirement Act, and explaining that under a number of them 
the level or subsequent level of railroad retirement would not bring 
about any change in the pension paid by the railroad company, and a 
pension system of that sort was the Erie Railroad. 

In the case of Western Pacific, a reduction is made for both social 
security and railroad retirement. In the case of Southern Pacific, for 
the main railroad operations of the Southern Pacific Co. and the 
Texas-New Orleans, there is a deduction for railroad retirement but 
not for social security. So an employee whose annuity is reduced be- 
cause of the social-security offset would have his Southern Pacific pen- 
sion increased, as I read this plan, and to that extent the Sratlanes 
Pacific does correct the inequity inherent in the social security offset. 
There would be neither an allowance nor an increase in the case of the 
Erie plan, because that is independent. 

During the recess, I got a copy of the new Baltimore & Ohio plan 
which became effective on March 1, 1953, and which is a plan similar 
to the Erie. The plan, I find, is open to each employee of the com- 
pany under the age of 70 whose compensation for the 12-month pe- 
riod has averaged more than $300 a month. 

I was somewhat interested to look up Mr. R. B. White, whose re- 
tirement at age 70 under this plan will take place in August, after 
contributions—he was born on the 8th of August, 1883. Retirement 
at age 70 will take place at the end of August after contributions of 
5 months. He will get a pension of a good many thousands of dollars, 
most of which will be so-called “untaxed.” He will get a pension as 
chairman of the Reading Railroad. He will get a pension under the 
Railroad Retirement Act. He was president of the Western Union 
Telegraph Co. until he became president of the Baltimore & Ohio, 
which he had served for many years before he went to Western Union. 
He had, I think, probably some 15, 16, or 17 quarters under social se- 
curity because of his Western Union Telegraph service. He will, 
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therefore, because he was 65 before 1950—in fact, if he had been 65 
when he was 70, he would still be entitled to the same amount—he will 
get a substantial benefit under social security, some of which, of course, 
will be offset against his railroad retirement prior service, which I 
take it will be a fairly large offset because of the fact that his subse 
quent service did not begin until perhaps 1941 or 1942, 

There is a case, however, of a man who, under the private plan, 
will get the benefit of a tremendous so-called “untaxed” service, will 
get it irrespective of what level social security or railroad retirement 
may be. If they should be doubled, he will still get his Baltimore & 
Ohio pension without change. 

There is only one qualification, and that is the qualification which 
I see by examination of the plan is imposed by the ruling of the Bu- 
reau of Internal Revenue which has to do with adjustments in pen- 
sions upon the termination of the plan before the 10th year of its 
operation. Apart from that there are no qualifications other than, I 
suppose, the bankruptcy of the trust funds because of underfinancing. 
It is a contributory plan. 

No question of the internal equities of railroad employees can be 
complete, I think, without a somewhat longer look at the dual service. 

Vhere is a very large extent—I think it probably runs in any month 
15, 20, or 25 thousand men—who serve both railroads and another in- 
dustry. There is a large number of railroads owned by industry, and 
there is a large number of people who serve both. To some extent 
that has been shifted by the payment of a salary by a company under 
one or the other acts and a charge by the company to the company 
which is the recipient of the joint service, so that there is only one 
pay roll involved. 

There is a gentleman in the room this morning who told me a few 
minutes ago—Mr. Hartman—that in the last 13 years he has been 
employed by a railroad, and that every single month there has been a 

salary paid him by a company subject to social security which is closely 

affiliated with the railroad. He has paid two taxes every month. He 
will continue to do so for some time. But most of the annuity he 
will get under social security will be offset against his railroad re- 
tirement, although he has paid the tax on $300 a month in every month, 
I think, since 1937. I may be incorrect on the last statement, but cer- 
tainly since 1940. 

Those are, I submit, inequities which are in grave need of cor- 
rection. 

Mr. O’Hara. Might I ask a question right at that point, Mr. 
Latimer. If a person having railroad retirement was employed by 
the Government and was entitled to a civil service retirement, would 
there be any reduction of the railroad annuitant who also was entitled 
to civil service retirement ! 

Mr. Latrer. None whatever. That is the next section I wanted 
to discuss. 

Mr. Hrinsuaw. I think this man Hartman you are speaking about 
paid the maximum tax under the Railroad Retirement Act, and also 
the maximum tax under the social security, did he not? 

Mr. Latimer. I understood he did not quite pay the maximum under 
social security. He paid on the basis of $3,000 a year. 

Mr. Hrxsnaw. He paid on the basis of $3,000 a year? 
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Mr. Latimer. I think his salary was somewhat less than $3,000 in 
that part charged to social security, at least for part of the time. I 
think that is no qualification on the principle. He is paying two 
taxes and he is going to be deprived of the benefit which great num- 
bers of other citizens are getting for the payment of the same or less 
taxes. 

Mr. Hesevron. Mr. Chairman, since I have to leave, I wonder if I 
could ask one question on this point at this time. 

The CuarrMan. Yes, you may ask one question. 

Mr. Hesevron. It appears to me that any real remedy of that situ- 
ation of double taxation and not getting any benefit from the social 
security tax would really have to be in terms of the social security law 
rather than the railroad retirement law. Do you not think so? 

Mr. Larimer. No, sir, I do not think so. The penalty or punish- 
ment comes by way of the railroad retirement, not from social secu- 
rity. He draws all that any other citizen does under social security. 
He does not draw all that any other citizen would under railroad 
retirement on the basis of the same record, without the social security 
addition. 

No, sir, the correction is right here. 

On the question that Mr. O’Hara just asked me, the situation is 
defended on the ground there is not much duplication, but the inequity 
which seems to me important is of an entirely different character. 
There can be a social security benefit payable to a man who has an 
annuity under civil service without the deduction which is imposed 
on a man who works for a railroad, and that is defended by a refer- 
ence to the fact that the civil service system was started in 1920, and 
therefore there must not be very many people who got any untaxed 
service. 

L hold in my hand the United States Civil Service Commission’s 
retirement report for the fiscal year ended June 30, 1952, on the Civil 
Service Retirement Act and the Panama Canal Construction Annuity 
Act. On page 12 of that document there is a table setting forth cer- 
tain things about the annuities payable under the Civil Service Retire- 
ment Act, and I notice that under a heading “Retired under provisions 
in effect prior to Public Law 426,” there are, among others, those 
figures: 

The average total annuity was $1,061. There is a column headed 
“Average employee annuity,” which has a footnote saying that that 
is the annuity paid for by the employee contributions. That annuity 
is $115. So out of the average annuity of $1,061, there is $946 which 
is paid for by somebody else. 

You may say that has been taxed, but on page 1 of this report down 
at the bottom there is a little note. which is called line 8, and above 
it it says, “Deficit.” The figure opposite the deficit is $4,938,347,953. 
That deficit means that that is something for which somebody had not 
paid a contribution or what, in the Railroad Retirement Act, would 
be a tax. 

Under Public Law 426, which has governed the retirement of most 
annuitants under civil service retirement since 1948, there is no aver- 
age employee annuity, but there is an average contribution. The 
average contribution has gone up from $1,400 to $2,000. The average 
annuity has gone up from $1,061 to $1,385. 
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One of the reasons that this particular calculation is not made is 
because Public Law 426 is that amendment to the Civil Service Retire- 
ment Act which added a number of survivors annuities and the 
options. Those options have added very considerably to the value 
of the civil-service retirement annuity. and I would hazard a guess 
that if there is any increase in the proportion of the annuity paid for 
by employees, it has been extremely slight. 

Mr. Chairman, I think I have a record as long as anyone else has 
for the proposition that Members of Congress ought to get an annuity 
by virtue of their congressional service. I think the first report ever 
published on that. subject by the Congress, I wrote. Senator Bank 
head had it published as a Senate Document 14 or 15 years ago, it 
must have been now. I cannot remember exactly when. The figure 
I am about to give does or indicate that I am in any way oppos sed to 
congressional pensions, but I think it is not altogether without. rele- 
vance that the average annuity drawn on June 30 last by the 65 Con- 
gressmen in retirement was $3,268. It is equally not without relevance 
that the average annuity for which the Congressmen paid was $460, 
and that the average annuity for which he did not pay was $2,808. 

I think, Mr. Chairman, if it should be your desire to take social- 
security employment in one of your odd moments and you should 
thereby acquire your social security benefit, you will not find your 
congressional annuity reduced by as much as a single penny, and 
most of yours, sir, is prior service. 

That is true of all the other governmental retirement systems. 
There is the Federal Reserve System, which has prior service until 
1933. The Federal Reserve employees under the 1950 Social Secur- 
ity Act amendments are covered by social security, but they did not 
lose one single, solitary penny in any annuity they had earned up 
to that date, and some of them got an increase by amendment subse- 
quent to the coverage, and not one has received a decrease. 

The CHarrmMan. Speaking of the congressional Members, several 
of the Members of Congress who testified here in behalf of this legis- 
lation stated they had previous railroad experience. Assuming that 
it entitles them to benefits under the Railroad Retirement Act, if they 
should retire from Congress they would be entitled to the congressional 
benefits, and would that be deducted from their railroad retirement? 

Mr. Latimer. No, sir. 

‘The CHarrMan. I did not think so. 

Mr. Latrmer. And neither will the railroad retirement be deducted 
from the congressional benefit. 

The Cuarrman. No. 

Mr. Larimer. I give on pages 12 and 18 a number of Federal 
tirement systems, and in no one of these plans maintained by the 
Federal Government is the annuity to which the person is otherwise 
entitled diminished by a single penny because of his simultaneous 
entitlement or his simultaneous would-be entitlement if he applied 
for an old age and survivors benefit under title II of the Social Se- 
curity Act. “In the Federal Government this is a unique distinction 
reserved exclusively for railroad employees. 

There is a number of systems in industry in which the benefit under 
the Social Security Act is offset against the pension payable by the 
company. I have participated in the negotiations which led to the 
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inclusion in collective bargaining agreements of the largest number 
of persons under that type of plan. I do not think it offers any prece- 
dent to what has been done here. The industry involved was the 
steel industry. The situation which confronted the employees in the 
steel industry was that most of them in some of the larger companies 
were being retired without any pension whatever. Bethlehem is to 
be excluded from that characterization, but that is about the only 
company which can be completely excluded. The United St: ites 
es Corp. had, in the 2 or 3 years preceding 1939, retired some 3,000 

r 4,000 employees without one single cent from the company. 

The agreement provided for a pension in addition to social security. 
The 1950 amendments were in contemplation. The scale of annui- 
ties was fixed with reference to the prospective 1950 amendments. 
We did not forsee 1952. There was a substantial number of increases 
in deductions as a consequence of the 1952 amendments, and they 
caused the same kind of furor that has been going on in the Railroad 
Retirement Act. 

I do not think that particular situation will exist upon termination 
of the present contracts in 1954. Both the companies and the em- 
ployees I think will be agreed on that point, at least. 

The largest single private plan or group of substantially identical 

plans—they had been identical until late last year—are those of the 

Bell Tele ‘phone Cos. Those plans were established in 1913, or upon the 
organization of certain companies, as in the case of southern Cali- 
fornia in 1917. The plan included an offset provision. Very few 
did. United States Steel, for example, did not include an offset pro- 
vision until after the enactment of railroad retirement. 

The original offset provision in the telephone plans related to State 
laws. On April 1, 1914, the provision was revised to include national 
plans, and provided for a 100-percent offset. After the enactment of 
social security in 1936, the Bell Cos. announced that since the costs 
under social security had been distributed 50—50, the application of 
that provision would be changed from 100 percent to 50 percent, and 
that provision was followed when the first social security payments 
began to be made. 

Those are, I might say, genuine duplicate payments, because social 
security and the Bell Cos. would pay on the basis of the identical 
wages. There is no question of the Bell Co. reducing a pension be- 
cause of the social security benefit earned by one of its former em- 
ployees who worked for United States Steel or for the Pennsylvania 
Railroad or for any other employer. 

In 1949, again in anticipation, I think, of the 1950 Social Security 
Act amendments, the Bell companies made a substantial increase in 
minimum pensions, and the offset was continued, and half of the 
increased social-security benefits was deducted from the larger mini- 
mum pensions, large or other pensions of the Bell companies. 

That experience also was not exactly a happy one. In 1952, all 
of the Bell plans were changed so as to provide that the 1952 deduc- 
tions would not be made from the pension of any individual then 
on retirement. There was an increase also at the same time, again 
in the minimum, but there was an overall increase of substantial 
xmount in the cost of all of the Bell plans. 

As of today, I think it can be said without fear of contradiction 
that every Bell employee is receiving in social-security benefits and 
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pensions a very substantially larger benefit than would have been 
paid under the company plan alone. I do not know what the average 
old-age insurance benefit is for the Bell employees. In any event, 
they would be in addition to the figures which I now read, some of 
which are payable to employees under 65. I got these figures from 
the Federal Communications Commission. 

In 1945 the average Bell pension was $813.27. I would hazard the 
guess that there would be added to that some $400 in old-age benefits, 
making a total of about $100 a month. 

In 1952 the average was $1,085, and I would hazard the guess that 
the average social-security benefits spread over all of them—because 
I cannot take out those under 65—must have been close to $700. 

So you have in those 7 years an increase from about $1,200 to some- 
where in the neighborhood of $1,800, close to a 50-percent increase. 

Despite the fact that on its face the Bell plans indicate a deduction 
of one-half of social security, they have gotten the complete benefit 
of every increase in social security on the average. Some of the 
employees whose compensation is in the range of $5,000 and over 
have not fared so well. Even at that range, those with relatively 
short service have gotten the whole benefit of increase in social 
security. The rank and file have gotten the benefit of all the increases 
in social security since 1950, and they never were penalized for more 
than one-half as against the plan provision from 1914 for the deduc- 
tion of the entire amount. 

Du Pont I give as another case which has an offset plan. They 
again, beginning back with the start of social security, wines d not 
the entire amount but half. The plan now reads on its face that the 
entire social-security benefit is to be deducted, but in 1950 Du Pont 
changed the formula so that the entire 1950 amendments benefited 
the employees by the entire amount of the increase plus a little 
more. 

So you cannot look at the surface of a plan without going behind 
it and seeing what happens. 

I give an ‘appendix at the end of my statement, by name, a number 
of plans where by and large the employees are better off for having 
social security where there is no deduction; where there are deductions 
of one-half, and where there may be some deduction but where the 
employee net has increased; where also the benefits earned up to 
any date have never been reduced. 

There have been numerous cases in which, after a certain date, there 
has been a reduction, but most pension plans nowadays contain a 
provision that while the right to terminate is reserved, no action will 
have the effect of reducing any benefit earned for service prior to the 
date the action is taken. So whatever mistakes may have been made 
by some of the companies—and mistakes have been made in fixing 
the level of benefits at a point which could not be maintained—I 
know of no reputable company not involved in a near scrape with 
bankruptcy which has ever gone back and made retroactive changes 
in the last 20 or 25 years. 

Under the terms of the plans today and the contractual character 
which they have taken on in recent years, it cannot be done; and any 
intimation that the plans which do not provide for the offset, as in 
the case of the steel plans—and that is a minority at the moment— 
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will by and large take out from employees the benefits of increases in 
social security, is a misrepresentation of facts. 

I give in this appendix only those plans with which I happen to be 
familiar. I have not had the time to make an exhaustive study of all 
the 14,000 plans. I do happen to be familiar with plans which cover 
about 75 percent of all those covered under private pension plans, 
but that is in numbers relatively small. I think I am familiar with 
about 700 in number. They are the larger plans; and it can be said 
of them, except for those containing the specific offset, as to which 
there are always circumstances to be explained, any attempt to justi 
fy this social security offset in railroad retirement by reference to 
what happens in other industries is very wide of the mark. 

Congressman Poulson made reference to a situation developing in 
Los Angeles with respect to the sale by Pacific Electric of the passen- 
ger business to a new intrastate company. As I point out on pages 
15 and 16 of my statement, the effect of that kind of transfer is to 
deprive the employee of benefits which he could get by staying in 
the railroad retirement system. A good deal of talk has been done 
about this alleged benefit which these so-called dual payments bring 
about. You get the benefit of this so-called tremendous implied prior- 
service credit, and you also get your railroad retirement annuity ; 
and even though the latter is reduced, the sum of the two is more than 
you get by staying in the railroad industry. 

What has been presented here to you in my judgment is grossly mis- 
leading. In the first place, the totals given to you in the table pre- 
sented by Mr. Matscheck included benefits protected by the savings 
clause. If you leave out the savings clause benefits, the reductions 
are substantially more. 

Moreover, they tell you only what has occurred to date. What has 
occurred to date, of course, is the maximum effect of the new start. 
These men in Los Angeles, for example, are being transferred perhaps 
sometime this year. They have already lost 30 full months from the 
new start: and if they have to retire just after they have completed 
their 6 qualifying quarters, the reduction in benefits under the Social 
Security Act below the amount payable on the same pay without 
absences will be quite substantial and will not reach the maximum 
deduction permissible under the language of the Railroad Retirement 
Act even if interpreted as the Board interprets it, backwards. 

That will be true of most men who separate from now on, and most 
of the benefit of the so-called dual benefit or what I prefer to call the 
offset provision, in the way of reduction in cost, comes about from 
people who separate from now on. 

You have already taken away the great bulk of the social-securit 
benefits by the enforced forfeiture of the benefits earned by those with 
less than 10 years of service. Most of the rest will come from those 
who are yet to terminate, and all of them will be penalized under the 
new start, and a good many of them will get a better break under the 
old start. 

That picture has not been presented to you, and it is totally mis- 
leading to say to you that what has he appened to date is characteristic 
of what will happen from now on. That is plainly unqualifiedly 
false. 
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Mr. O’Hara. Mr. Latimer, at that point, I know these things are 
so clear in your mind, but they are not to some of us who are not so 
expert as you are. 

Just what do you mean by that? I wish you would enlarge upon 
as to whether there are going to be more injustices or less. 

Mr. Latimer. More. This provision has been defended on the 
ground that even after the reduction the total income from the com- 
bination of social security and railroad retirement will be more than 
what would be payable if the employee remained in railroad service. 
That will be true in some cases, but the maximum effect of that has 
already been reached because everybody who terminates from now on 
and who has had 10 years of service will, unless he had some service 
before he came into the railroad industry—and there will be some of 
that but not much—in any event, even for all of those, their benefits 
under the new start will be reduced because the divisor will contain 
at least 30 months more than the wages that are included in the 
dividend. 

If they terminate at the end of 1953, there will be 36 months included 
in the divisor in excess of the number of months for which service is 
creditable under social security, and so on. 

So you are being presented with a picture of the maximum effect. 
The most favorable interpretation that will ever be placed on that 
provision is what is being given to you now, and not one word has 
been said about what will happen from now on. 

I say that is misleading, and that you have a right to know what 
will happen from now on. You have not been told that. I am telling 
you that the picture which has been given to you is one that is false, 
and from now on it goes the other way. 

Mr. THornerrry. I am like Mr. O'Hara. It takes a little longer 
for me than it does Mr. O’Hara to catch on. 

Mr. O’Hara. Thank you for the compliment. 

Mr. THornperry. Do you refer to the effect upon those who will 
retire in the future? You are saying it will have a worse effect on 
them than it has had on those who have already retired ¢ 

Mr. Latrmer. Yes. The amount payable under social security is 
one which will tend to decline, because the man who becomes eligible 
on the basis of $300 a month for the first 6 quarters of the new start 
would get $85 benefit. The longer the number of quarters in which 
you have to have earnings, the less the chance of having the maximum 
of $300 in each month of that quarter. But your divisor is measured 
by the elapsed time. The divisor started running on January 1, 1951. 
Take the men in Los Angeles about whom Congressman Poulson spoke 
the other day who had been working under the Railroad Retirement 
Act. They will be transferred to an organization which will be cov- 
ered by social security. They will begin to get credits under social 
security, let us say, sometime later this year. 

If they retire, say, at the end of 1954 when they have six quarters of 
coverage, they will have worked 18 months for this new intrastate 
carrier, but their divisor will go back to 1950 and the social security 
will be paid on a wage not of $300 a month, let us say, which they may 
get during the time they work under social security, but will be a much 
lower amount. You drop out the last 6 months, and in that particular 
case you would have $3,600 of wages with a divisor of 42, so your wage 
would be about $90 cader social security. Therefore, instead of get- 
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ting these larger benefits which are re prese ented in the tables prese ented 
to you, they will get a very much smaller benefit, and that will be offset 
e _ irely against the prior service credit. 

, for the men who go out from now on, the social-security benefits 
are going to go down rather rapidly, because they will be going out, 
they will be missing more and more time from social security, but the 
divisor is running all the time. 

Mr. THornperry. Does that apply even to those whose employment 
began after 1937? 

Mr. Latimer. No. 

There is one factor on the other side which I ought to mention. That 
is that of course the longer they work after 1937, by and large the less 
prior service they will have, because they were younger in 1937 and the 

chance of having prior service is somewhat smaller. 

But there has been a lot of wasted prior service so far, and there is 
still a lot of prior service in effect. In my judgment, the pate mens 
credits are going down a lot faster than the social-security-earned bene- 
fits. So I do think, and I repeat again, you mre not aaa given a 
correct picture. I might add to that that if it is correct, it is only 

ccidental. 

Mr. Chairman, I will pass on rather hastily to the administrative 
problems. ‘There are a number of administrative Beueres connected 
with the operation of this system, not the least of which is the fact that 
| have very grave doubts as to whether there is any practical way of 
enforcing this provision. 

We used to try to get railroad men who were assigned numbers in 
the 700 series, the series reserved for the railroad registrants in 1937— 
and most railroad men who were working on the railroad at that time, 
whenever any of them worked under social security, would get them- 
selves a new social-security card—in our ignorance of what might 
hi appen, we discouraged that. We thought they might deprive them- 
selves of some rights. 

Maybe they were wiser than we thought they were, because they 
made it very difficult to check this dual- benefit provision. Pensioners 
never got social-security account numbers at all, and consequently the 
only way you can determine whether a pensioner is drawing a benefit 
under social security, unless he tells you, is to check names and 
addresses. 

L checked at the social-security end. I have not checked with the 
railroad-retirement end. I was told that has not been done. If it has 
not been done, I dare say there is a large number of pensioners who 
believe what they were told when they were told that this was a pay- 
ment made for the rest of their life and probably threw out all the fine 
print the Railroad Retirement Board sent them without reading it, 
and therefore they do not know about this provision. 

For those perversely, in spite of all we could do, insisted on getting 
social-security numbers out of the 700 series, that same observation 
olds true. You cannot get them by checking social-securi ity account 
numbers. Unless you check names and addresses, you will not know 
anything about it unless they tell you. 

I dare say a lot of those retired employees believe what they were 
told, that they had a life pension, and have thrown away the fine print 
with which they have been deluged in these last few months. 
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I might say also, if they read it they would not know much more 
than they did if they hadn’t. So I suspect that a large part of this 
dual benefit provision has escaped undetected. ‘That is an inequity of 
some sort or other. I will not try to characterize it. 

I conclude by reading my last sentence of that particular section, 
that “Even a laudable end would be hard to justify if its achievement 
involved creation of the administrative jungle perpetrated by the 
social-security offset provisions.” 

One more small section, Mr. Chairman, and I am done. That has 
to do with costs. 

As has been stated here, this provision will cost about fifteen one- 


hundredths percent of payrolls. That was the estimate made in the 
joint committee proceedings of last year. It is made again by the 
Board representatives here, with the implication that it is the same 


estimate. 

There are two things wrong with that statement. One, the estimate 
of 1952, having been made before the enactment of the social security 
amendments of 1952, I assume was made without any psychiatric 
analysis of the mind of Congress, and therefore took the law as it 
existed, without an effort to forecast future congressional action. The 
Social Security Act amendments of 1952 did increase this so-called 
social security offset saving by not less than 15 or 20 percent, and the 
fifth actuarial valuation gives a figure which indicates the level per- 
centage cost to be fourteen one-hundredths. So actually, between the 
1951 amendments and the present estimate, there is a difference of 
about 15 or 20 percent which, by my reckoning, is not the same. 

I do not make much of that, because of course, the prob: ible error of 
an estimate of this magnitude is certainly 50 percent of the estimate 
itself. It merely indicates my objection that you have not received 
the full information to which you are entitled. 

By any reasonable standard, there isn’t any margin for increased 
exp nditure in the railroad-retirement system, and by any standard 
the system is operating at a p defies iency. My own opinion is that the 
leficiency is somewhat larger than the fifth actuarial valuation states 
it to be. 

Deficiencies are not new for the railroad-retirement system. In fact, 
that has been a chronic situation. I thought 10 years ago, and I 
thought 5 years ago, and I think today, that deficits are not desirable; 
that the Vv breed trouble, and ought to be ac 

They can be corrected. But this hearing is limited to a single 
subject. While I have been glad to see it t: she? up the matter of the 
correction of the financial deficiencies, that is not one of the subjects. 

I therefore pass over the matter, except to say that, in my judgment, 
the deficiency can be corrected equitably without an increase in present 
taxation. 

Since that subject is foreclosed and with full realization of what 
the financial situation of the railroad-retirement system is, I never- 
theless assert the continuation of the existing social security offset 
constitutes an unjustifiable travesty on the basic idea for which the 
Railroad Retirement Act stands, and ought to be repealed in a way to 
make whole all those who have been penalized by its unconscionable 
restrictions. 

That completes my statement, Mr. Chairman. 

The Cuarrman. Any questions, gentlemen ? 


( 
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Mr. Hinsuaw. Mr. Chairman, as I remember, Mr. Latimer earlier 
in his statement, which is not a part of the printed statement he fur- 
nished to us, made the assertion that since 1937, I believe it was, with 
the exception of a couple of years, there has been paid into the rail- 
road-retirement fund by the contributors to it an amount of pay for 
prior service credit. Is that correct ! 

Mr. Larimer. Yes. I said there had been an amount paid in greater 
than the amount required for the current service. It was not a full 
payment for the interest on prior service, although even in 1937, if we 
had estimated the payroll in the first valuation at what it has ac- 
tually been on the average for the last 15 years, the deficiency on pay- 
ment of total interest would have been rather small, even though the 
total tax rate at that point was only 514 percent. But in terms of the 
act in effect on the date there has never been a single payment of taxes 
under the Carriers Taxing Act which did not contain some contribu- 
tion toward prior service; not one. 

Mr. Hinsuaw. Then that constitutes in your mind, does it, the quid 
pro quo, so to speak, for prior service credit in the annuity ? 

Mr. Larimer. It is not a complete quid pro quo, no; but, on the other 
hand, it seems to me to be ample reason for not reducing prior service 
credits in a completely arbitrary and fortuitous way. 

Mr. Hinsnaw. It is at least an earnest of it. 

Mr. Latimer. Yes, sir. 

Mr. Hrnsuaw. In this case that you have brought up, of Mr. Hart- 
man, he has paid not twice on the same salary, but twice by virtue of 
separate salaries being paid by separate companies ? 

Mr. L ATIMER. I do not know whether you call them separate sala- 
ries. He works for a company which has two aspects of its opera- 
tions, one subject to the Railroad Retirement Act and one not. He 
performed services, I take it, for both companies. 

Mr. Hrnsuaw. And for concurrent service ? 

Mr. Latrmer. For concurrent service, yes. 

Mr. Hinsuaw. Therefore, he is being doubled-taxed for the privi- 
lege of having his railroad-retirement annuity curtailed ¢ 

Mr. Latimer. Yes, sir. 

Mr. Hinsuaw. Which seems to me to be very grossly inequitable. 

Mr. Larimer. I agree completely. 

Mr. Hinsnaw. That is parallel to the case which I referred to and 
which has been brought to my attention, in which a similar situation 
exists, insofar as a man living in Los Angeles is concerned. That case 
number, incidentally, for you gentlemen of the Retirement Board, is 
A-537229. ‘ 

I think the Board should send us the facts in the case as contained 
in their files, for inclusion in the record. 

Mr. Larimer. May I make one—— 

The Cuarrman. In that connection, will some member of the Board 
take note of the request just made so it may be complied with ? 

Mr. Squire. Yes, I have, Mr. Chairman. 

(The information requested follows :) 


STATEMENT ON CASE OF FRED C. Patton, 1500 SUNSET PLAZA Drive, Los ANGELES 46, 
CaALIr., RAILROAD RETIREMENT BoarpD CLAIM No. A-537229, Socrat Security 
Account No. 564—-07-5945 


Mr. Patton attained age 65 in February 1953, stopped working for the railroad 
on February 28, 1953, and filed for his railroad-retirement annuity on March 10, 
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1953. An annuity of $75.27 was awarded him on May 19, 1953, with a beginning 
date of March 1, 1953, the day after he stopped working for a railroad. 

The full annuity in this case would have amounted to $119.28. In March 1953, 
however, Mr. Patton was entitled to a monthly social-security benefit of $70.50. 
He filed for his social-security benefit on March 12, 1953, and received it retroac- 
tive to February 1, 1953. The full annuity of $119.28 reduced by the social- 
security benefit would have been $48.78. Consequently, the railroad annuity of 
$75.27 awarded Mr. Patton was based on his railroad service after 1936. 

Mr. Patton’s wife will be eligible under the Railroad Retirement Act for a 
monthly wife’s annuity of $37.64 when she reaches age 65 in August 1956. 

After 1936, Mr. Patton worked under the Railroad Retirement Act in 194 
months and earned $46,051.50 in creditable compensation, or a monthly average 
of $237.38. His average monthly compensation for the base period (1924-31) 
was $130.54. His overall monthly compensation for 166 months of service before 
1937 and 194 months of service after 1986 was $188.11. The full annuity of 
$119.28, noted above, was based on $188.11 and 30 years of service. 

For the period after 1936, Mr. Patton paid railroad-retirement taxes of $2,064.53. 
The present value of probable future payments of his annuity is about $8,980, 
and of his wife’s, about $4,000. 

The only information available in the file on Mr. Patton’s social-security em- 
ployment is that he stopped working in October 1948 and that he became entitled 
to a monthly social-security benefit of $70.50 in February 1953. Assuming that 
Mr. Patton received credit for 12 increment years (1937-48) under the Social 
Security Act, his average monthly wage as of the date his social-security benefit 
was computed (July 1, 1952) and his total creditable wages through October 
1948 would be $193 and about $35,900, respectively. He would have paid $359 
in social-security taxes (1 percent of $35,900). 

If Mr. Patton’s social-security employment had been covered under the RRA, 
his average subsequent monthly compensation would have been $300, his < overall 
monthly compensation $221.86, and his railroad-retirement annuity $135.25. He 
is now actually receiving $75.27 under the RRA and $70.50 under the SSA, or a 
total of $145.77. On the subsequent service compensation ($58,200) just assumed, 
he would have paid railroad-retirement taxes of $2,422.50. 

Mr. Hrnsuaw. I would like to ask one more question. This is 
slightly off the line of railroad retirement, but the last paragraph of 
this man’s letter is really a dilly. It says: 

Incidentally, although urged by railroad-retirement and social-security em 
ployees who accepted my claim to file for unemployment to which I am legally 
entitled, I refused on the ground that morally I had no right to accept both 
unemployment and retirement pensions at the same time. 

Is it your belief that a person who goes on retirement from railroad 
retirement and also from social seecurity, or either one of them, is 
entitled to une mploy ment compensation ¢ 

Mr. Larimer. That would depend on the way in which he went 
on retirement. 

Mr. Hinsuaw. Please elucidate. 

Mr. Latimer. Let us take the case of the railroad employee first. 
If a railroad employee is compelled by his employer to retire—he 
wants to work—and his annuity, let us say, is $50 a month or $60 a 
month as used to be the case—I cannot speak for it now, but I will 
give you the rationale that we used to use—and he wanted a job, he 

came in and registered for work, and we could not find him a job, we 
paid him the unemployment insurance on the ground that he was 
entitled to that. We did not pay him the retirement annuity. If 
he got unemployment insurance, he did not get the retirement annuity 
unless the retirement annuity was larger than the amount to which he 
was entitled as unemployment insurance, in which case the excess of 
the retirement annuity over the unemployment insurance was charged 
to the railroad-retirement account. 
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We used to be accused of doing that, not because I think there was 
any disagreement that he was entitled to the unemployment insurance, 
but because unemployment insurance is paid for entirely by the rail- 
roads and there was a joint contribution on the other, so we were 
always aceused of tending toward the part toward which the employees 
contributed. 

Maybe we were. In any event, if he was genuinely in the labor 
market he was paid the unemployment insurance. If we could not 
find him a job or if the United States Employme nt Service could not 
find him a job, as far as social security is concerned, on that part of 
this man’s compensation which is creditable under the California 
Employment Security Act, he would, of course, be accruing credits 
there. ~ 

After you raised the question, I intended to look up the California 
law last night, and in the midst of other things I neglected it. There 
are some States which have the social security deducted from unem- 
ployment compensation, and there are others which do not. I do not 
know in which category California falls. 

It sounds to me as if the situation must have come up in California. 

I am not sure that it could, either, because it is quite possible if this 
is a recent case, that he could get $7.50 a day, $37.50 a week, for unem- 
ployment benefits, which is more than the seventy-five-dollars-and- 
some-odd cents that you mentioned as his annuity under railroad 
retirement. It could be if he was forced out of railroad employment 
and still wanted a job, he might be able to draw unemployment insur- 
ance, but he could not get his annuity. 

Mr. Hinsuaw. If he drew unemployment compensation under the 
California law 

Mr. Latimer. Then he could not get it under the railroad-retirement 
law. 

Mr. Hinsnaw. Pardon? 

Mr. Latimer. He could not then get it under the Railroad Unem- 
ployment Insurance Act. 

Mr. Hinsuaw. If he drew it under the California law, how would 
you be aware of the fact that he was drawing that unemployment 
compensation in the Railroad Retirement ere . 

Mr. Latimer. There are always questions in all the State forms 
and the railroad-retirement forms as to wivethall he is an applicant 
under some other law. If he made a mistake in fact, of course it is 
quite possible that he—— : 

Mr. Hinsnaw. If he was entitled to an annuity under the Railroad 
Retirement Act and he was drawing that annuity, and at the same 
time he would be unemployable by virtue of the California law and 
hence might have occasion for unemployment compensation 

Mr. Larimer. In that case the Railroad Retirement Board would 
have no connection with it, because the annuity would be payable. 
The question there would be whether or not California would pay him 
the unemployment insurance. That is a question of the statute which, 
Lam sorry, I just cannot answer. 

Mr. Hinsnaw. They would be called upon to inquire of him what 
annuity he might be drawing. 

Mr. Larimer. There are some States which disqualify for both 
railroad retirement and social security. There are not many of 
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those. There are a good many, perhaps 25 or 30, which do not dupli- 
cate, as far as social security is concerned. 

Mr. Hinsuaw. Maybe that is one thing which has contributed to 
the high cost of unemployment insurance. 

Mr. Larimer. It is possible. 

Mr. Hinsuaw. In other words, you tell me of a situation in which 
the railroad-retirement fund has benefited by a contribution from 
the unemployment. fund. 

Mr. Larimer. As far as the railroad-unemployment fund is con- 
cerned, not from California. 

Mr. Hinsuaw. That is right, the railroad unemployment fund. 

So the railroad-unemployment fund, even though the man is re- 
tired and seeks no further employment in the railroad—— 

Mr. Larimer. I did not mean that. If he is seeking no further em 
ployment, he cannot get unemployment insurance. 

Mr. Hinsuaw. He can say so. Of course, your people are encour 
aging that—I do not mean you, because you are not connected with 
it any more, but the railroad-retirement fund was encouraging him 
to make application for unemployment insurance. If he is let out 
of a job and the job is closed down, then he can apply for his job 
back again until kingdom come and he is not going to get it. 

Mr. Larimer. I would not completely agree with that, because 
the employment agencies, I think, have been quite successful in 
placing a surprisingly large proportion of the older workers. So | 
think the fact that he applied would not by any means assure that 
he collects the benefit. 

Mr. Hinsnaw. If he applied for a job on the railroad and said he 
was hot qualified for other employment, I doubt that they would 
give it to him. 

Mr. Larimer. He could not normally limit his availability to that 
extent and still draw unemployment insurance. 

Mr. Hinsuaw. That is all, Mr. Chairman. 

The Cuarrman. Any questions? Mr. O'Hara? 

Mr. O'Hara. Mr. Latimer, my approach to you is with the feeling 
I would challenge Joe Louis or Rocky Marciano, because you amaze 
me by the tremendous amount of knowledge that you have on the 
subject which I shall try to approach and the inequities which are 
involved in this problem. 

I think perhaps, Mr. Latimer, the last part of your statement shows 
how strongly you feel that this deduction of the dual benefit is un 
conscionable in its effect upon people who are subject to the dual 
provisions of the 1951 act. 

Let me ask you in a general way whether you have any way of 
knowing why these 32,000 or 33,000 people who had substantial re- 
tirement under the Railroad Retirement Act and were also employed 
under social security, if you know, generally speaking—I realize it 
is difficult to catalog them—why they are in that category? 

Mr. Larimer. I think a great many of them are in the category 
because they had to do it in order to live. In the case of Mr. Carr, 
for example, his income under the Railroad Retirement Act, even 
after 1948, was $71.42 a month. He was married. Obviously he had 
to get some income from somewhere else. 

Mr. O'Hara. Of course, as to these people who were married, the 
wife and the husband together received a double deduction, is that 
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true, in the sense that the wife’s benefits were reduced and so were the 
husband’s ? 

Mr. Larimer. I have not stressed that because that was actually 
not there before the deduction was in. Therefore, it seems to me you 

cannot say that they should have had it when they didn’t. The fact 
was they did not have it. I cannot view that in the same light as I view 
the annuity itself. 

Mr. O’Hara. At least we have this situation. We have on the one 
hand people who had dual employment, such as the case you mentioned 
and the one Mr. Hinshaw mentioned. By force of circumstances you 
have 32,000 or 33,000 people who are in just as serious a condition 
where they were forced to go out and have to earn an income which 
placed them under social security. Congress has written a law saying 
they shall contribute to social security, and their employer shall. They 
paid for their railroad retirement. So they have been taxed for both. 

This same group of people are now penalized because they are sub- 
ject to the Railroad Retirement Act and subject to the Social Security 
Act, both of them creatures of Congress under separate acts, com- 
pletely unrelated acts; is that true? 

Mr. Latimer. I hesitate about your statement that they are related 
in this financial transfer. That, in a sense, is so. On the other hand, 
1 think it is also true that that so-called relationship would not exist 
except for the assumption that it would be a one-way transaction, 
namely, for the benefit of the roalroad-retirement system. 

I have my doubts on that score, but if it were certain that social 
security would gain, there would be no relationship. 

Mr. O’Hara. Do you know whether there has been any court test 
of the so-called 1951 or dual-provision act? 

Mr. Latimer. No; not that I know of. 

As Mr. Fort has stated, I think I would agree that it was not a 
matter of contract. On the other hand, on this one aspect where it 
seems to me that there is a contract, that is, the agreement between 
the Railway Labor Executives Association and the Association of 
American Railroads, the groups that I represent would like very much 
to know if that is all off, because if it isn’t off, there are some contracts 
there that are being breached. 

Mr. O’Hara. It would be a fair statement to say that these 32,000 
or 33,000 people who are affected so seriously by the dual provision 
are certainly ones of a group who need it about as much as anyone 
you can think of. Is that not true? 

Mr. Latimer. In general, that is at least a reasonable presumption, 
and to the extent to which it is not true, it is purely fortuitous. 

Mr. O'Hara. That is all, Mr. Chairman. 

Mr. Larmer. Mr. Chairman, may I make one further explanation 
of a question which Mr. Hinshaw asked me 

He asked about whether or not there had been a part of the tax 
which might be said to be assessed because of prior service, and I made 
the statement that taking the act as it was at the time, and without 
attempting to forecast what changes C ongress would make, there had 
been a contribution toward prior service in every payment. 

If you take the first valuation and make those figures applicable, 
that is not true, because the normal current service cost is indicated 
by the current valuation is 5.591 percent of payroll as compared with 
the first 3-year tax of 5.50. There is, therefore, a .091 deficiency if 
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you take that as the measurement. I do not now take it as the mea- 
surement, because subsequent hindsights have indicated that those 
figures were too high. 

I am not sure that the presently indicated normal for those years, 
of 4.823, may not be too low. On the other hand, I think the figure 
indicated by the third valuation is certainly valid, which is 5.20, and 
that would indicate that with the advantage we now have of hindsight, 
there was a contribution in every single tax payment under the Rail- 
road Retirement Act toward prior service costs. 

Mr. Hinsuaw. Is there any way of figuring what the present cost of 
the system will be as under the 1951 act if no prior service were figured 
in and if there were no credit allowed ? 

Mr. Latimer. You mean if all the 

Mr. Hinsuaw. I believe somebody said in the testimony that it 
amounted to something like 714 percent of payroll, but 1 may have 
misunderstood. 

Mr. Latimer. That all depends on what you take into your calcula- 
tion now. Of course, a great part of the payments already made are 
for prior service. For better or for worse, the »y have been made. 

If you now eliminated from the calculations only the service before 
1937, the reduction in cost would be far smaller. In fact, I do not think 
it is quite that large, even if you take into account service prior to 1950, 

I have a figure, at least I think I have it—it was not quite finished 
when I looked at it a couple of days ago, but it should be by now—in- 
dicating the cost of the service up to 1950. I think if all that were 
dropped, the cost would probably be less than that. 

You see, what has happened here when you pay only the interest 
on the prior service liability as of the date you start, you are con- 
stantly borrowing from the future. So as you go along, you are paying 
off one debt but you immediately accumulate another debt of equal 
size, 

In the railroad retirement system, because the payroll has been going 
up, you have kept your percentage of payroll constant, theoretically, 
but that has meant that the debt itself has been actually going up, 
because the value of the payroll has been going up. 

So the situation as of now is that a large part of the excess of benefit 
values over the values of future contributions at the normal rate repre- 
sents not prior service, but merely service prior to the date of valua- 
tion. 

It may or may not be relevant to the task I have at hand at the 
moment to measure the cost of the present service of active employees 
before 1937. At the moment, I cannot see where it would be relevant, 
but I will have the figures on service through 1950. 

The Cuatrman. Mr. Younger? 

Mr. Youncer. I am sorry, Mr. Latimer, that I had to be absent 
and did not hear all your testimony. I would like to clear up the 
record on two points that have troubled me on the principle involved. 

Did you hear the testimony of Mr. Matscheck, Mr. Fort, and Mr. 
Jones? 

Mr. Latimer. Yes. 

Mr. Youncer. If I understood them correctly, the one principal ob- 
jection that they have to the dual benefits and the reason why they 
think that the deduction for the social security should be made is that 
they do not believe that there should be two pensions where credit was 
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given for prior service without taxation. Did you gather that from 
their arguments? 

Mr. Larimer. I gathered that that was the argument. 

Mr. Youncer. I know. Did you not gather that that was their argu- 
ment ¢ 

Mr. Latimer. Yes. 

Mr. Youncrr. Do you know of the C. & O. plan, the pension plan 
that C. & O. put in effect in 1949? 

Mr. Latimer. No, sir, I do not. 

Mr. YounGer. They have a pension plan that they put in in 1949 in . 
which they provide a pension for the amount of money that the em- 
ployee has drawn over and above the $300 that is taxed to the railroad 
tund. The employees have made no contribution whatsoever to that. 

They will draw this pens ion. All of the C. & O. employees who were . ° 
working prior to 1937 will draw this pension. They will have two pen- 
sions, neither of which they have been taxed for. 

On the basis or the theory on which they have announced their op- 
position to this bill, the opponents would not allow the C. & O. to pay 
that as a pension because it was not taxed and the man is not entitled 
to two pensions on which he is not taxed. Would that not naturally 
follow ? 

Mr. Larimer. Apparently their objection was to having the Fed- 
eral Government do it. [assume they leave private enterprise to their 
excesses if they so desire. 

Mr. Youncer. In other words, if they do it through the Government 
however their argument was that there was no contribution or no tax 
for the prior service. They did not argue that it was solely because of 
the Government, because if they did, you would have to throw out some 
of the other pensions. 

Mr. Latrmer. I do not agree with that on all scores, Mr. Younger, 

(1) because, as I was pointing out—I think you came in after Mr. 
Hinshaw asked me the question—there has been a tax paid every single 
month since 1936, part of which went toward the cost of prior service. 
It was not enough, but with the advantage of hindsight we can now 
see there was such a payment. 

Back in 1937, it was not as short as we thought it was then. I do 
not think it was as close to being the full amount as some people think . , 
now, but it certainly was more than we thought then. 

Mr. Youncer. But they did contribute. 

Mr. Larimer. (2) this is payable, mind you, not for service before 
1937, but for service in recent years, and a lot of the people getting ° 
social security never had any service. If it is the policy of the United 
States Government to pay these large amounts for relatively short serv- 
ice now to citizens of the United States, I see no reason why another 
law should take that privilege away from citizens. 

Mr. Youncer. Any pension plan or annuity should stand on its own 
feet. 

Mr. Larimer. There are plans in which this deduction is made. 
There is a plan, for example, of the Western Pacific in which there is 
an overall pe ‘nsion payable by Western Pacific to certain of its employ- 
ees. They deduct both railroad retirement and social security. If they 
go up, the deductions go up. So that amount is absorbed. 

There is another situation on the Southern Pacific, if I understand 
the plan correctly. They divide their companies into two groups— 





RAILROAD RETIREMENT ACT 187 


the main railroad, the Southern Pacific Co., and the T. & N.O. Then 
there are other companies like the East Coast Oil, Southern Naviga- 
tion, and so on, which I take it are primarily under social security, 
although I see Pacific Electric here, which I do not quite understand. 

In any event, in this first group of companies, only the railroad re- 
tirement annuity is deducted. If that goes up, the Southern Pacific 
pension goes down. But when the social security deduction was put 
into railroad retirement, if 1 read this plan correctly—and I got it 
in 1950 from Mr. Mercier, who said it was correct.up to that date— 
if that has not been amended, when a man has a deduction for social 
security offset, Southern Pacific makes him whole. 

In the case of the B. & O. and Erie plans which I have here, the 
pension is calculated entirely independently of either railroad retire- 
ment or social security, and if they have both doubled, the pension 
under the railroad plan is unaffected. 

Mr. Youneer. One other point. In questioning Mr. Schoene yester- 
day, I gave him an example of an employee of a railroad that had a 
priv ate. pension plan, and he reached retirement age in 1936 at 
age 65. 

Mr. Larimer. Mr. Younger, may I just break in there? If you are 
giving your examples in 1934 and 1938, Mr. Schoene’s answers to you 
would have been correct. They were not correct as he gave them 
to you on the dates you gave him. 

Mr. Youncer. That is the point. Those pensioners that were taken 
over into the system are treated just like anybody else, are they not, 
for the same salary 

Mr. Larrmer. There is a breaking point there. If the retirement 
occurred before August 29, 1935—— 

Mr. Youncer. Oh, no. They retired in 1936. Then they came 
within the railroad retirement system. 

Mr. Larrmer. If they came —- the system, then there were some 
5,000 persons, as I remember, transferred as pensioners, and they were 
later switched to the aan to which they were entitled and taken 
off the pension status. 

Mr. Younger. That is right. Their annuities were figured just 
like anybody else’s annuity, were they not ? 

Mr. Latimer. Oh, yes, and that left 48,500 who had retired before 
August 29, 1935, who were not switched. 

Mr. Youncer. So when he told me that the pensioners who were 
taken over into the retirement system with the same amount of service 
and with the same number of years of service in the railroad were 
treated differently, that was not a correct answer, was it ? 

Mr. Latimer. It was not correct for those who retired between 
August 29, 1935, and January 1, 1937, or even the first months of 193 
It was a correct statement of fact with respect to those who yetired 
before August 29, 1935. 

Mr. Youncer. I mean all of those who were taken into the 
system—— 

Mr. Latimer. No. 

Mr. Youncrr. There wer two different classes of pensioners ? 

Mr. Larimer. There were two different classes of pensioners. 

Mr. Youncer. And they were treated differently ? 

Mr. Latrmer. There were some 52,000, as I recollect it, who were 
taken over, maybe 53,000. About 48,500 remained as permanent pen- 
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sioners. The others, because they had service on or after August 29, 
1935, were taken into the system and treated as annuitants and got 
the benefit of the annuity. 

Mr. Youncer. The one I mentioned retired in 1936. 

Mr. Larimer. Then the statement to you was not correct. 

Mr. Youncer. That is what I mean. When he said they were 
‘eated differently, that was not a correct statement. 

Mr. Larner. It has been a long time, and maybe he forgot his dates. 
Mr. Youncer. That is all, Mr. Chairman. 

Mr. Latimer. He also made one other statement that I would like 
to correct on the record, which I am sure was unintentional. He said 
if a man was on a railroad that did not have a pension system and was 
retired before August 29, 1935, he did not get a pension. I think he 
slipped a little cog there, because if any man on a railroad which did 
not have a pension system ever retired, I do not think that act ever 
came to the attention of the Railroad Retirement Board, because they 
were always not retired but were absent on account of disability, fur- 
lough, or leave, or something. They all got pensions. They actually 
were better off in some respects than those who were on pension. 

Mr. Youncer. Thank you. 

That is all, Mr. Chairman. 

The Cuamman. Mr. Latimer, I have just 2 or 3 or 4 questions that 
I would like to ask. 

The closing words of your statement on page 19 of your prepared 
text are these: 

“T nevertheless assert that continuation of the existing ‘social-secu- 
rity offset’ constitutes an unjustifiable travesty on the basic idea for 
which the Railroad Retirement Act stands and ought to be repealed 
in a way to make whole all those who have been penalized by its 
unconscionable restrictions.” 

I assume that it would be proper for us to interpret that to mean 
that in your judgment, based upon the wide experience that you have 
had in this field of activity, there is no justification for continuation 
of this particular amendment to the Railroad Retirement Act. 

Mr. Latimer. That is very much my opinion, sir. 

The Carman. I note the words “and ought to be repealed in a 
way to make whole all those who have been penalized by its uncon- 
scionable restrictions.” Does that carry the implication that there 
should be some reimbursement made to those who have had these de- 
ductions ? 

Mr. Latrmer. Yes, sir; it does, and that is precisely what is accom- 
plished, I believe, by most of the bills that are before the committee. 

Mr. Van Zandt in his testimony made a suggestion about limiting 
those reimbursements, I believe, to the w idow « or the children if they 
were surviving; otherwise, not to make the payment, which seemed 
to me to be a reasonable limitation on that general proposition. 

The Cuarrman. In other words, the amendment that Mr. Van Zandt 
left with us to be considered as a part of his bill accomplishes the 
purpose that you have just now referred to; is that right? 

Mr. Latimer. Yes, sir; in a way as reasonable as can be done. 

The Cuarrman. You feel that it would be justice to include that as 
a part of his bill if the committee should adopt the bill ? 

Mr. Latimer. I do not mean to say all the other bills would not 
accomplish that same objective, including Mr. Thornberry’s. 
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The Cuarrman. I am using Mr. Van Zandt’s as an illustration, 
of course. 

Under the Social Security Act, as I understand, the President has 
frozen the rate of tax at 3 percent; is that right? 

Mr. Larimer. Yes, sir; the tax on both the employer and the em- 
Pp lovee. 

The Cuamman. If he had not frozen it, it would have gone up to 
t percent; would it not? 

Mr. Larimer. Yes. 

The CHarrMan. With that difference between 3 and 4 which will 
not have to be paid by the Railroad Retirement Board into the Social 
Security, would that have any significance to you with respect to this 
particular legislation ? 

Mr. Latimer. No, sir; I do not think it would be appropriate to take 
that into account, for the reasons which have been stated by both Mr. 
Fort and Mr. Schoene. The reasons for that, I think, are set forth 
quite clearly in the report me the Ways and Means Committee on H. R. 
6000, which is Report No. 1300 of the 8ist Congress, Ist session, in 
which this is said: 

Your committee has very carefully considered the problems of cost in deter- 
mining the benefit provisions recommended. Also, your committee is firmly of 
the belief that the old age and survivor's and disability insurance program should 
be on a completely self-supporting basis. Accordingly, the bill eliminates the 
provision added in 1948 authorizing appropriations to program from general 
revenues, At the same time, your committee has recommended a tax schedule 
which it believes will make the system self-supporting; in other words, actuar- 
ially sound, as nearly as can be foreseen under present circumstances. Future 
experience may differ from the estimates, so that this tax schedule at least is the 
distant future may have to be modified slightly, either upward or downward. 
This may readily be determined by future Congresses after the revised program 
has been in operation for a decade or two. 

That is a statement which is repeated in almost the same language 
in the report of the Committee on Finance of the Senate, and it is 
repeated in the reports of the Committee on Finance and the Ways and 
Means Committee in the reports on the 1952 amendments. 

If those statements are to be regarded as authoritative pronounce- 
ments of the policy of Congress—I do not see how they can be re- 
garded otherwise—the statement made by Mr. Fort and Mr. Schoene 
that a reduction this year, unless offset by some unforeseeable actuarial 
or financial situation, would necessitate an increase in the schedule of 
taxes at some later date, seems to me to be completely correct. 

I have set forth my views at some length on that, Mr. Chairman, in 
the hearings of the Joint Committee on Railroad Retirement, of which 
you were a 1 member, in which I said that the use of the social security 
tax schedule for that very reason seems to me to be unjustifiable and 
that you have to make another kind of calculation to determine the 
magnitude of this so-called transfer provision, the effect of the trans- 
fer provision between railroad retirement and social security. 

Th at all leads me to the conclusion that that transfer provision is 
largely a matter of imagination, but in any event it does not seem to 
me that it can reasonably be said if Congress freezes the tax at a 114 
percent level that you are helped. 

I wish very much you could say that it would he ‘Ip you in this fi- 
nancial problem, but I just cannot honestly say that I think it does. 
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The Cuarrmman. Of course, I am well aware that in your many years 
of testimony before this committee, you have never, in my opinion, 
testified to anything but what you were convinced in your own heart 
and mind was pe rfectly prope r. and l asec d the question because it 
had heen presente | to me by some who thot oht that it might make a 


d fference. 

Mr. Larmmer. I would like very much to think so, but I cannot. 

The Cramman. There has been some reference made to the fact 
that the Fifth Actuarial Report is based upon 1950 earnings by rail- 
road workers. There has been some qualification made of that, you 
might say, by the testimony of two witnesses who are opposed to this 
legislation. I would like to ask you, would the increased wages that 
are being paid at the present time, in 1953, and which will be paid in 
192 4, to railroad workers, make any difference from the standpoint 
of ny ‘ring the objections that have been m: ade to this legisl: ition ? 
In other words, would there be enough difference as a result of the 
increased wages to remove some of the fear that has been expressed ? 

Mr. Latrmer. I would think not, Mr. Chairman, because the higher 
wages in 1951 and 1952, as matter of fact, were taken into account in 
the valuation, and the assumption was made that the taxable payroll 
would increase still further. 

There will be a reduction later on. TI should be guilty of deceiving 
the committee if I we re to give the slightest impression that no matter 
what the payroll is, the elimination of this social security offset will 
not add to the cost of the Railroad Retirement Act. There just isn’t 
any possible way in which you can avoid that effect. 

My statement winds up here by saying let’s face it headon. This is 
an unconscionable restriction. If it costs 0.15 percent of the payroll, 
let’s spend the 0.15. 

The Cuairman. If you had to express your opposition to the 1951 
amendment in a word or two, what would you say would be the basic 
reason, expressed briefly, that you are opposed to it and are in favor 
of this legislation ‘ 

Mr. Larimer. As you recall, I had a fairly sizable number of objec- 
tions to the 1951 legislation going far beyond this particular one, but 
to boil down my objections to three adjectives, I thought the legisla- 
tion was unintelligible, inequitable, and would produce insolvency. 

The CHarrmMan. I take it we are satisfied with that summation that 
vou have made. 

* Before we recess, may I call the roll, so to speak, to see who is here. 

I have had several statements presented to me to-be made a part of 
the record, which eliminates the necessity of their testifying because 
we will reproduce them in the record in full. 

Of course, Mr. Latimer, that includes your statement in full. You 
may have the privilege, if you wish to have it. 

Mr. Larmwer. Mr. Chairman, if the spirit moves in reading over 
some of these statements again and some additional objections occur 
to me, may I record them ¢ 

The CuarrMan. The right to revise and extend is always the privi- 
lege of a witness. In other words, Members of Congress assume that 
privilege themselves, and it would be hardly conscionable to deny it to 
others, so you have that permission. 

Mr. Larimer. Thank you. 
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themselves differ in some matters of detail; but, in principle, the end result 
aimed at by all of them is identical. 

In this statement I shall, after describing briefly the operation of the social 
security offset, set forth inequities which have resulted from its introduction 
into the railroad retirement system: (i) Inequities as between railroad em 
ployees with prior service credits under the Railroad Retirement Act who have 
an insured status under title II of the Social Security Act and those who do not: 
(ii) inequities as between such railroad employees and persons covered by other 
Federal retirement systems; (iii) inequities as between such railroad employees 
and persons covered by many industrial and local governmental pension plans: 














and (iv) inequities imposed upon employees involuntarily separated from rail 
road service. I shall contend that these inequities constitute injustices which 
justify, even demand, immediate and retroactive correction. Next I shall refer 
briefly to some problems of administration Finally, I shall mention, without 
extended analysis, the financial factors to indicate that these do not and cannot 
warrant the continued perpetration of injustice on thousands of retired railroad 
workers. 

Before passing on to the main part of the statement I should like to emphas 
that, until 1951, the Railroad Retirement Act had been universally regarded ; 
providing annuities and pensions payable, upon retirement for age, for the entire 
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remaining lifetime of the retired employee save only for months in which he 
performed employer service or was employed by his “last employer.” The fact 
that the Congress has, by way of afterthought, reduced their annuities and 
extraneous factors has been 





pensions by reference to what they think of as tot: 
f thousands of members of the organi- 
nterpre ted the action to mean that the 


deeply disturbing to thousands and tens of 
Z for whom I speak ; for they have i 
security which they had thought to be inherent in the railroad retirement system 
may be subject to a lot of fine print not yet written 

Operation of the social-security off s¢ t 


Under the Railroad Retirement Act an annuity is basically an amount deter- 


mined multiplying the sum of certain pe entages applied to different seginents 
of monthly compensation by the number of years of service. The number of years 





service is the total number of years of service with all employers covered by 
the Railroad Retirement Act as of the date the service was rendered (or would 
have been covered if the act had then been in effect). This is subject to one 
mportant qualification: If the total number of years of service exceeds 30, of 
which the part representing service after 1936 is less than 30, there will be in- 
cluded in credited years of service no more years of service before 1937 than are 
required to bring the total credited years of service to 30 Therefore, before 1967 
no employee's credited service can exceed 30 years; and prior service will be 
nvolved in many annuity awards made in 1967 and later years. 

Monthly compensation is the average over the entire period of service, elimi- 
nating any compensation in any one month in excess of $300, except that where 
service before 1937 is credited, the compensation therefor is to be deemed the 
average for the months of service in the 8-year period 1934 to 1941. This last 
sentence is subject to exception in insufficient service cases, with which we need 
not be concerned here. 

To calculate the monthly compensation, the prior service average is multiplied 
by the number of months of credited prior service and the product is added to 
credited compensation since 1936; the monthly compensation is the quotient of 
this sum divided by the total credited service. The percentage factors to be 
applied to the monthly compensation are: 


2.76 percent of the first $50; 
2.07 percent of the amount, not over $100, in excess of $50; 
1.38 percent of the excess over $150. 
In the accompanying table, I give a number of examples of annuity calcula- 
tions based on varying combinations of length of prior and subsequent service 


and of average compensation in the two periods. 

Look, for example, at employee T in the table. He retired at the first of 1952, 
at 65, with 15 years of continuous service since 1936 during which he received 
$200 in each month. His railroad service before 1937 totaled over 20 years, but 
the 30-year limit reduced the amount credited to 15 years. The 1924-31 average 
was $100 per month, so that the overall average was $200 per month. The Rail- 

sad Retirement Act annuity, without offset, was $124.20. 
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Illustrative calculations of monthly compensation and annuities under the 
Railroad Retirement Act, as amended 


Years of service Compensation Amount of annuity without offset 
Monthly if there were no credited service 
Employee compen- as 

Before After A verage Aggregate sation 

1937 1936 1924-31 after 1936 Total Before 1937 | After 1936 
A 25 5 $100 $9, 000 $108. 33 $77. 63 $17. 25 } S60. 38 
B 25 5 100 12, 000 116. 67 82. 80 20. 70 60. 38 
Cc 25 5 100 15, 000 125. 00 87. 98 24.15 60. 38 
D 25 5 100 18, 000 133. 33 93.15 27. 60) 40. 38 
kK 25 5 150 9, 000 150. 00 103. 5O 17. 25 RH, 2 
F 25 150 12, 000 LAS, 33 106. 95 20. 70 R6. 2 
G 25 150 15, 0% 166. € 110. 40 24.15 86, 2 
H OF 150 18, 000 175.00 113. 85 27. #0 RA. 2 
I ya 0) 10 75 18, 000 100. 00 72. 45 34. 50 
J 20) Th 75 24, 000 116, 67 2. At 41.40 $ 
K 20 10 76 30, OOK 133. 3° 13.15 48. 30 ’ 
I ef) 10 75 36, 000 150. 00 103. 50 5h, 20 7.9 
M 18 12 100 21, 600 120. 00 84. 87 41.4 43. 47 
N ik 12 100) 28, SOK 149. 00 17. 29 40. 68 4 
© 18 12 100 46, 000 160. 00 107. 64 57. 96 43.4 
I 18 12 100 43, 200 TSO. OF 115. 92 66. 24 43.4 
Q 15 1 7 27, 000 112. % 80. 21 61.7. 2g, 4¢ 
R 15 i 75 4, 000 187. 50 119. 03 82. 80 28. 4¢ 
s | 15 100 27, (MM 125. 87. 98 1. 75 ) 
1 1A 1 100 54, O11 AW). OO 124. 20 82. 80 U 
{ 15 l 150 27. OK 150. 00 103. 50 l 
\ l l 200 $5, OOK 225. 00 134. 55 72. 45 


Shortly after he retired employee T got a job to which the Social Security 
Act applies. His compensation has been close to the maximum creditable undet 
social security. His health has not been good, however, and he has been 
considering retiring from all work at the end of this month—June 1953. He 
will then have 6 quarters of coverage, $5,100 of wages credited under title II, 
and average monthly wages of $170. The primary old-age insurance amount 
will be $65.50. 

That part of the statute which prescribes the “social-security offset” specifies 
that when a railroad annuitant qualifies for a primary old-age insurance benefit 
under title II of the Social Security Act, the railroad annuity is to be reduced 
by whichever is the smaller of (i) the old-age insurance benefit, or (ii) “that 
portion of such annuity which is based on years of service and compensation 
before 1937.” 

If an annuity for prior service be calculated as if there were no service after 
1936, and an annuity for subsequent service be computed as if there were no 
service before 1937, the sum of the two will be the same as the single annuity 
calculated by the regular formula if both prior and subsequent compensation 
averages are in the same bracket. But where the averages are in different 
brackets, the sum of the separately calculated annuities will be less than the 
amount computed in the usual way: and each of the two will be less than the 
single annuity diminished by the other. 

The Railroad Retirement Board has construed the language of the last para 
graph to mean, so far as an employee’s annuity is concerned, that the social 
security offset will not be used to diminish the railroad annuity below what 
would be payable on the basis of railroad service after 1936 (the Monthly 
Review, December 1951, p. 227). This interpretation is neither more nor less 
arithmetically correct than the alternative: but it does have the effect of 
attributing a larger amount to prior service and compensation in every case 
where prior and subsequent service averages fall in different brackets. The 
choice, as between two equally valid statutory constructions, of the one which 
invariably charges any difference against the beneficiary is, to say the least, 
highly unusual in this field of administration. However that may be, employee 'T 
would, under existing administrative precedent, have his railroad annuity re 
duced in July 1953 from $124.20 to $82.80; that is, by $41.40. Under the other 
interpretation the reduction would be $36.23. I have passed over certain deduc- 
tions which would have applied to employee T in April, May, and June. I shall 
not complicate the explanation with these at this stage. 

Pensions are reduced by the entire amount of any old-age insurance benefit 


The spouse’s annuity is to be calculated, or recalculated, on the basis of the 
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employee’s annuity after the social-security offset For example, employee U 
I fat age 65 at the same time as employee T As of July 1953, be is en- 
tled to an old-age insurance benetit of $55 per month Apart from the social- 
security offset provision, U's wife (who is 65) would be entitled to a spouses 
annuity of 540 per month but, by operation of the offset the spouse’s annuity 
uld be one-half of $51.75, or $25.88 | 


; 


Inecuities betirer present and future railroad annuitants who do and do not 


have insured status unde social security 


offset provision produces inequities between r oad annuitants, present 

future, who have and 10 do not have an insured status under title II 

Social Security Act. For a full understanding of these inequities, a bit 

of the history of the Social Security Act is essential. From the beginning, title 

Il of the Social Security Act has provided for old-age benefits much higher, 
he early years of operation, than could be paid if the amount available for 

the average beneficiary were limited to the taxes based upon his own wages. 

In the 1989 amendments the excess of benefits over the value of taxes, considered } 

tially over the original benefits for years up , 

to about 1952-55. Qualifying employment for old-age benefits in 1940 was, for 

ng 65, substantially the same as in the recent 

Although there was known to be a substantial volume of coverage common 

the Railroad Retirement and Social Security Acts, it occurred to no one, I 

im sure, to reduce railroad-retirement annuities and pensions because of any 








individually, was increased substa 





yees then at or approac 





excess in the value of social-security old-age benefits over what would be pro- 
vided, individual by individual, from the old-age taxes. 

When the 1989 amendments to the Social Security Act were passed, the average 
annual wage of covered employees was less than $900. Taking the average as 
$900 and 30 years as a reasonable average potential service, the benefit formula 

ould produce 39 percent of average pay. 

(Average wages taxable under title II of the Social Security Act more than 
doubled between 1939 and 1950—from about $881 to $1,809. In relation to 
average taxable wages, the benefits produced by the 1939 benefit formula had 
declined from almost 40 percent of average pay to 26 percent. The 1950 amend- 
ments brought benefits payable on average wages of $1,809 per annum up to 
a point, in relation to such wages, about 3 percent lower than the corresponding 
point (assuming 30 years of coverage) in 1939. In other words, the 1950 Social 
Security Act amendments made no basic change of policy in either qualification 
requirements or in the relationship between average wages and benefits. 

In addition to bringing benefits back into line with wages, the coverage of 
title II was extended to several groups previously outside the scope of the 
system. In order that those persons who were newly covered by the old-age 
and survivors insurance system might receive benefits without long delay, the 
amendments made provision for a new start beginning after 1950. This, again, 





was in substantial measure a repetition of the procedure of 1939. Without 

going into detail, it became possible for persons (covered for the first time, 

or with a little earlier coverage) to qualify for substantial annuities with as 

little as 6 quarters of social-security coverage if, at the beginning of 1950, such : 

persons were 61% years of age or over. Qualification by so small a number 

of quarters of coverage can be achieved only by persons who die or attain | 

age 65 before July 1, 1954, but not until 1965 will the eligibility qualifications 

for the old-age benefit under the new start be half as long as before the 1950 

amendments. . 
Preliminary data indicate that average wages creditable under title II in 1952 

were about $2,100. Under the 1950 Social Security Act Amendments the old-age j 

insurance benefit for a $2,100 wage is S735 per annum—35 percent of the wage. 

This is relatively 10 percent lower than the long-range level of 1989. The 1952 

Social Security Act Amendments raised benefits by changing the formula: after 


the change benefits at the average credited wage level were still relatively a little 
lower than in 1950. No changes were made in qualification requirements in 1952. 
It may be mentioned in passing that the Social Security Act Amendments of 
1952 increased all “social-security offsets” by a minimum of §&5 per month 
and a maximum of $8.60—without any hearing by any committee of the 
Congress, and while this matter was presumably under investigation by a joint 
committee of the Congress created for the purpose 

With this as background we may compare the income under the Railroad 
Retirement Act of 2 employees, O and P on the table of illustrations. retiring 
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in January 1949 at 65 with 30 years of credited service divided GO-40 between 
prior and subsequent. Employee O's actual service is the same as what was 
credited, but P’s total actual service Employee O is single and 
has a small farm on which, after ret He seeks no other work 
His original annuity was $93.60, being increased to $107.64 by the 1951 a nd 
ments. Employee P is married; his wife, 10 years younger than he is, n 
poor health. His annuity, ori ‘ 

in March 1949 he got a job subject to title I 
$225 per month. When the Social Security Act 
effective P became fully insured. He could have 








inally $100.80, is not sufficient for support, but 
which he received pay of 
nendments of 1950 beca 
ne entitled to old-age insur 








ance benefits upon filing a proper application, but he did not do so until May 1952 
By the fourth quarter of 1951 P would, upon application, have been entitled 
to a prim iy old-age benefit of $26.10 Under the amendments of 1951, Rail 
road Retirement Act annuities in general were increased by 15 percent 
to the “social-security offset,’ including the saving proviso P’s annuity 
increased 15 percent, would have been $115.92. The ial-security offset’ 
would reduce this to $89.82. But the saving proviso would lL such time Pp 
became entitled to an old-age insurance benefit, et tain P’s annu 
at its original amount—-$100.8S0. The old-age ins) ice benefit to which P \ 
have been entitled increased to $29.50 in the first quarter of 1952; but operatic 
of the savin roviso continued the annuity at S100.80 
P actually became entitled to an old-s benefit upon filing his application ir 








May 1952. At that time he had 6 quarters of coverage after 1950; his old-age 
insurance benefit was larger than his prior service annuity measured by eithe! 
method. As calculated by the Railroad Retirement Board, P’s annuity would, 
from and after May 1952, be reduced to $66.24. If prior service were measured 
by the alternative method, P’s annuity would be $72.45 

The comparison then is this: O had 30 years of service, his monthly compensa 
tion was $160, and his tax payments (assuming uniform monthly pay after 
1936) were $1,260. His annuity since November 1951 has been $107.64. P served 
for 40 years; his monthly compensation was 180 and his tax payments 20 percent 
more than those of O. But his annuity under the Railroad Retirement Act was 
$100.80 until May 1952 and has since been 866.24. P has received no socia 
security benefits because he has continued to be employed. If there is any 
theory by which to justify these disparities, | have not heard of it. In passing, 
I may point out the peculiarity that P’s income was reduced by $34.56 ea 
month because he filed an application for the old-age insurance benefit. Unfo1 
tunately no one told P of this disastrous consequence of establishing his right to 


the social security old 











age insurance benefit. 


Inequity as between railroad employees and employees covered by other Federal 
retirement systems 

Under the Civil Service Retirement Act, many, perhaps most, annuities now 
payable to Federal employees are based on service before the establishment of 
the system in 1920; this “prior service” will continue to be a factor in Federal 
annuities for some years. Moreover, most of the pension credits now consti- 
tuting the annuity liabilities under the Civil Service Retirement Act have not 
been paid for, the financial statement of June 30, 1952, showing a deficit of almost 
$5 billion Large numbers of Federal employees have been or will be re- 
ceiving old-age benefits under title II of the Social Security Act on the basis of 
the “new start.” But I have heard of no move to reduce any civil-service ar 
nuity because of the annuitant’s entitlement to old-age insurance benefits under 
title II of the Social Security Act. 

Similar observations may be made about the Foreign Service retirement sys- 
tem, the plan for the employees of the Office of the Comptroller of the Currency, 
that for civilian teachers at the Naval Academy, and those (based on general 
rather than specific statutory authority) of the Federal Reserve banks and the 
Tennessee Valley Authority, all of which contain elements of prior service credit 
which, except in the case of the Tennessee Valley Authority, are quite substan 
tial. Employees of the Federal Reserve banks were brought under the social 
security system by the Social Security Act amendments of 1950, but no annuity 
credit which previously had been paid with respect to service theretofore ren- 
dered was diminished by as much as a single penny. Retired Federal Reserve 
employees are not penalized if they qualify for old-age insurance benefits. 
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All of the systems for Federal employees mentioned thus far are supported in 
part by employee contributions. There are a number which provide annuities 
entirely at Government expense. The systems may be identified as: 


Army and Air Force 

Navy and Marine Corps 

Coast and Geodetic Survey 

Coast Guard 

Army Nurse Corps and Women’s Medical Specialist Corps 
Navy Nurse Corps 

Public Health Service 

Federal Judiciary 

Judiciary of Federal Territories and Possessions 
Construction period workers on Panama Canal 
Canal Zone employees benefits 


In no one of these plans maintained by the Federal Government is the annuity 
to which the person is otherwise entitled diminished by a single penny because 
of his simultaneous entitlement to an old-age or survivors insurance benefit under 
title II of the Social Security Act. In the Federal Government this is a unique 
distinction reserved for railroad employees. 

Inequities as between railroad employees and employees in other industries 

By and large, in industries in which pension plans operate, the increase in 
social security old age insurance benefits has gone, with no or minor offset, to 
the advantage of the employees. For example, pensions payable under the plans 
of the Bell Telephone Co. to employees who retired after 30 years of service have 
been increased, since the middle of 1949, for employees whose pension compensa- 
tion base is $150 per month, by more than 100 percent. If the pension compen- 
sation base is $200 per month, the increase is a little over 60 percent, while at the 
$250 level the increase has been about 16% percent. These increases refer to 
the pensions paid by the companies. In the Bell Co., pensions are based on 
the compensation in the last (or, at the discretion of the company pension com- 
mittee, the highest consecutive) 10 years of service; there is no limit on credit- 
able service, the average pension being based on periods substantially longer than 
30 years. And employees make no contributions. 

The du Pont Co. has a plan which calls for offset of the full amount of social 
security old-age insurance. But the plan was modified in 1950 so as to give 
to employees the entire increase in the old-age insurance benefits and a little 
more besides. I am not informed as to any action since the 1952 amendments, 
but for pension compensation bases (the pay in the last or highest 10 years of 
service) of $200 or less the company payment is larger than 4 years ago. No 
contributions to pension costs are made by du Pont employees. 

There are full offset plans in the steel industry, most of them established in 
1949 or 1950. In the case of the plan of United States Steel, the average pension 
paid by the corporation today is lower than in 1949. The comparison is without 
significance because most rank and file steelworkers retiring in 1948 and 1949 
got no company pension. As a practical matter, steelworkers have, in general, 
had the benefit, as compared with 1949, of the entire increase in social security, 
plus a substantial increase in company payments. 

Rather than go into a large number of case histories, I append to this state- 
ment a list of companies and of pre-1950 plans covering groups of employees 
working for several employers indicating briefly the effect on the company pension 
or annuity of the 1950 and 1952 Social Security Act amendments. 

The effect of social security offsets on employees involuntarily separating 

There are a number of situations in which employees not yet retired will be 
placed at a substantial disadvantage in amount of annuity by the operation of 
factors over which they have no control. There are a number of possible situa- 
tions which can arise; I shall touch on only one. 

The Pacific Electric Railway has for many years operated a local and inter- 
urban transportation system centering in and radiating out from Los Angeles. 
On March 4, 1953, the company sold its passenger business, subject to approval 
of Federal, State, and municipal regulatory authorities. The Brotherhood of 
Railroad Trainmen reqresents a bargaining unit composed of not quite 2,200 
employees not in retirement. Some of these employees are in military service, 
some are in official positions, or on leave, and on any day some will be sick or 
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temporarily absent; usually about 1,900 will be at work. The general chair- 
man of the brotherhood estimates that the work now done by from 1,110 to 1,300 
of the men in the trainmen’s bargaining unit will be transferred to the new 


employer. If approval of the regulatory authorities is given to the proposal, 
the new passenger operation will be local and, therefore, the employer will not 
he an employer within the meaning of section 1 (a) of the Railroad Retirement 
Act. Therefore, those employees who stay with their work (and many would 
lose advantage of considerable seniority if they do not) will cease to accrue 
further railroad annuity credits. They would, however, be covered by the 
provisions of title II of the Social Security Act. 

The seniority rosters indicate that 501 employees in the bargaining unit have 
seniority dates from 1922 to 1929, inclusive, most of whom will not yet have 30 
years of service. Some of these may no doubt have to retire before completing 
six quarters of coverage under title II. Most of those who get 6 quarters of 
coverage and retire in the next 5 or 6 years will, because they will have had 
no social-security wages credited in the first 30 months after 1950, become entitled 
to rather small old-age insurance amounts; under the new start (in the absence 
of social-security credits since 1950 from part-time work) no Pacific Electric 
employee can have average wages as high as $150 until at least July 1, 1957. And 
in most cases the old-age insurance benefit will serve to reduce the railread 
retirement annuity already earned. I will take only one example, the details 
of which are: 


Date of becoming an employee of new companys . July. 1, 1953. 
Age on July 1, 1958____- - ar cste arate cole . ; 63. 
Prior service____-_- inh ieata teatime a iia tetesnae lal Sa 13 years. 
Prior service average compensation_____. : ‘ ane Un 
Subsequent service : 7 ra ao aaa ae 15 years 
Credited compensation since 1936____- 7 » eae $45,000 
Retirement date te 8 * aoa July 1, 1955 
Compensation, July 1, 1953—June 30, 1955___- : - oe $7,200. 
Railroad annuity: 

Total credit, July 1, 1953 o ‘ : $117.30. 

Annuity credit for service since 1936, as of July 1, 1953 $72.45. 


Annuity on July 1, 1956, if all compensation creditable under $128.3 
Railroad Retirement Act. 
Social security, old-age insurance, July 1, 1956__--_._____.________. $49.50. 
Total of railroad annuity and old-age insurance, July 1, 1956__. $121.95. 
There is no basis on which to justify such a result as this. 
Administration 

The social-security offset provisions involve difficult administrative problems. 
For employees who remain in service covered by title II after age 65 the benefit 
amount will change as often as recomputation permits; if the average rises— 
and if coverage has been intermittent—this is almost sure to be the case. If 
no application has been filed, the old-age insurance benefit can change once each 
8 months. The source of information for prompt application of the offset must 
come from the annuitants and pensioners themselves; the Bureau of Old Age 
and Survivors Insurance data would be available with a lag of a year, inevitably 
leaving many post mortem adjustments impossible of collection. It is doubtful 
if there exists any poorer basis for administering a provision by relying for the 
essential information on sources never advantaged and frequently penalized 
because of it. 

There are difficulties in aetermining precisely when a railroad employee 
becomes entitled to an old-age insurance benefit. And, as mentioned already, 
there is the anomaly resulting from mere filing of an application for the old-age 
benefit. 

I hazard the estimate that as much as 10 to 15 percent of the offsets will not 
be affected because most of the communications addressed to annuitants have 
been incomprehensible. It used to be almost universal practice for persons as- 
signed social security account numbers in the 700 series—which were issued 
originally to railroad employees—to secure new account cards whenever en- 
gaged in work covered by title Il of the Social Security Act. If the practice 
was ever discontinued (and discouragement seemed to have little effect), I have 
no doubt that it has been revived. Many offsets not reported by the individuals 
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concerned can never be traced because of this practice. Even a laudable end 
would be hard to justify if its achievement invelved creation of the administra- 
tive jungle perpetrated by the social-security offset provisions 

Cost 

Elimination of the social-security offset will increase the cost, however meas- 
ured, of the Railroad Retirement Act. In terms of a level percentage of tax- 
able payrolls, the basis on which railroad retirement costs have been measured 
in all the valuations made thus far, the cost estimate, as I understand it, is 
15 percent of payroll at present levels. This has been translated into $7.4 
million annually, 

On page 5 of the hearings before the Joint Committee on Railroad Retire- 
ment Legislation, August 5, 1952, the estimated annual cost of H. R. 8323, 82d 
Congress, is given as $11 million. On page 151, however, it is set down as $7.4. 
This latter amount is in reasonably exact agreement with the only relevant 
figure given in the Railroad Retirement Board’s report on H. R. 8323, printed 
on pages 10-11 of the same hearings. Since the Board’s report was dated June 
26, 1952, it was presumably based upon social security benefits at the level 
fixed by the Social Security Act amendments of 1950. The Social Security Act 
amendments of 1952 had the effect. of course, of increasing the cost of repeal 
of the social-security offset. However, the fifth valuation (which uses dual 
benetit for social-security offset) indicates the level percentage cost to be .14 
percent of payroll. 

The probable error in an estimate of this sort is at least 50 percent of the 
figure itself; that is, the percentage of payroll may be as low as .O8 or as high 
as .23. More adequate data may reduce the range, but a large part of the 
probable error is unavoidable for all not gifted with both the ability to prophesy 
and the mental facility of an electronic computer. 

By any reasonable standard, there is no margin for additional expenditure 
in the railroad retirement system. On the contrary, by such a standard the 
system is incecurring a deficiency I would myself fix the deficiency, for prac- 
tical operations, at a figure rather larger than that of the fifth valuation. Al- 
though deficiencies are nothing new for the railroad retirement system, I am 
very strongly of the opinion that they are undesirable, inevitably breed trouble 
increasing trouble—and ought to be corrected. 

This hearing is limited to a single subject. I therefore make no further com- 
ment on financial matters. But with full realization of what the financial situ- 
ation of the railroad retirement system is, I nevertheless assert that continua- 
tion of the existing social-security offset constitutes an unjustifiable travesty 
on the basic idea for which the Railroad Retirement Act stands and ought to 
be repealed in a way to make whole all those who have been penalized by its 
unconcionable restrictions. 


APPENDIX 
I. Plans established before social-security enactment. Service credits prior 
to social security continued ; future service credits adjusted for assumed social 


security not subject to retroactive change if assumption is incorrect. Employees 
receive entire benefit of 1950 and 1952 increases in social security : 


Ajax Pipe Line Otis Elevator 

American Smelting & Refining Prudential Insurance 

Armstrong Cork Radio Corporation of America 

Associated Press Simonds Saw & Steel 

Cheney Bros. Socony Vacuum 

Chicago Daily News Standard Oil of California (full offset 

Electric Storage Battery before 1948) 

Gulf Oil (contributory plan) Standard Oil of Indiana 

F. C. Huyck (company average pension Standard Oil of New Jersey 
increased ) Standard Oil of Ohio 

National Supply Southern California Edison 


| 
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II. Plans established before social-sec 
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‘urity enactment, service credits prior 
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to date of enactment unchanged, credit thereafter reduced, but total of company 
pension and social security larger than previous company pension: 


Atlantic Refining (probably until after 
1990) 

Boston Edison (until about 1955) 

Central Hudson Gas & Electric 

Clark Thread (until about 1970) 

California Electric Power 

Connecticut Power 

Kastman Kodak 

First National Bank of Portland 

General American Transportation 
least until 1965) 


(at 


General Foods 

Hartford Electrie Light 

International Harvester 
plan) 

LaClede Gas & Light 

Louisville Railways 

Quaker State Oil Refining 

Rochester Gas & Electric 

Signal Oil & Gas 

West Penn Power 


(contributory 


II-A. Service credits prior to date of enactment unchanged; future service 
credits reduced by one-half the primary social-security benefit : 


American Sugar Refining 

Cleveland Electric Illuminating 

Evening Star Newspaper (D. C.) 

First National Bank of Chicago 

B. F. Goodrich Rubber (at least 
about 1965) 

Goodyear Tire & Rubber 


IIT. Plans established after 1935 and be 
employer. No reduction in any company 


Abraham & Straus 

Affiliated Dress Manufacturers 

American Air Lines 

American Viscose 

Anderson Clayton 

Avon Products 

Sidney Blumenthal 

Brewers Board of Trade (N. Y.) 

Brooklyn Borough 

Brooklyn Union 

California-Oregon Power 

(Celanese 

Cities Service Oil 

Clothing Manufacturers of United 
States (was subject to deduction for 
that part of social-security primary 
benefit in of $80 per month. 
Limit raised to $85 after 1952 amend- 
inents) 

Continental Baking 

Continental Oil 

Dan River Millis 

Delta Air Lines 

Detroit Edison 

Detroit News 

Kastern Air Lines 

Thomas A. Edison (contributory plan) 

The Fair 

Gannett Organization 

General Mills 

General Railway Signal 

Grumman Aircraft 

The Hecht Co. 

Industrial Council of Cloak, Suit, and 
Skirt Manufacturers 

Inland Steel (contributory plan) 

International Minerals & Chemicals 

International Paper 

Intertyne Corp. (N. Y.) 

Frank R. Jelleff 

Lerners 


until 


Gas 


Gas 


eXcess 


Niagara-Mohawk Power and _ subsidi- 
aries 
Sherwin-Williams 
Shredded Wheat 
tional Biscuit 
U.S. Rubber 
Western Union Telegraph 


subsidiary of Na- 


‘fore 1950 with prior service paid for by 

pension in 1950 or 1952: 

Lion Oil Refining 

Long Island Lighting 

Marshall Field 

May Department Stores 

MicDonnell Aircraft 

National Electrical 
elation 


Contractors Asso- 


New York State Electric & Gas 

North American Rayon 

Ohio Oil 

Ohio Publie Service (established in 
1944 ; company pensions increased af 
ter social-security amendments of 
1950) , 


Pan American Airways 

Pan American Petroleum 

Philip Morris 

Phillips Petroleum 

Pittsburgh Plate Glass 

Pure Oil 

Potomac Electric Power 

Radio-Keith-Orpheum 

Richfield Oil 

Rochester Transit 

Royal Petroleum 

Safety Car Heating & Lighting 

Safeway Stores 

Schenley Distillers 

Sinclair Oil 

Skelly Oil 

Sperry 

Standard & 

Texas Co, 

Time 

Union Carbide & Carbon (contributory 
plan) 

United Air Lines 

Vanadium Corp. 

Woodward & Lothrop 

Wisconsin Electric Power 


Pe ors 
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IV. Plans established before 1935; changes in benefits since 1935, if any, such 
s to increase company pension : 


\rmour New York Omnibus 
Capital Transit Northern Trust 
( ker-First National Peoples Drug Stores 
Fifth Avenue Coach Puget Sound Power & Light 
F Sulphur Swift 
Na tio al Transit 
V. Plans established before social-security enactment; companies in which 
pension was originally reduced by social-security amount, but which have subse- 


quently increased company pension by at least amount one-half of social security, 
with no reduction for 1950 and 1952 social-security increases : 
toston Elevated General Electric 

The Cuarmman. Is Clarence B. Carter present? Are you prepared 
to teat 

Mr. Carrer. Yes. It will take only 10 minutes at the most. 

The Cuarmman. Mrs. Edythe Whitley ? 

Mrs. Wuiriey. Present. 

The CHatrman. About how much time ? 

Mrs. Wuitiey. I was allowed 15 minutes, but I hardly think it will 
take that long: probably 10 or 12. 

The Cuarrman. Mr. Guy F. Fain? 

Mr. F'arn. Yes, sir. Mr. Chairman, I think my statement would be 
only a repetition, ae Mr. Latimer has covered practically every- 
thing that I would say. I would like to say to the committee and to 
you that I represent some 10,000 men over the United States. In my 
membership I have about 3,000 men who are affected under this dual- 
benefit provision. 

I want to thank you and your committee for the patience that you 
have had with us, and I would be only taking up your valuable time. 
I will be very glad just to submit my brief and have it made a matter 
of record of the committee. 

The CuarrMan. The gentleman who has just spoken is Guy F. 
Fain, grand president of the National Association of Retired and 
Veteran Railway Employees, and he has presented to me his statement, 
which will be made a part of the record in its entirety. 

John R. Alabaugh, representing the United Railroad Operating 
Crafts. San Francisco, Calif., has submitted a statement in favor of 
the legislation, which will be entered in the minutes of the hearing. 

Mr. John Green, chairman of the United Railroad Workers of 
America, CIO, Washintgon, D. C., was present for quite a consid- 
erable time during these hearings, but previous engagements pre- 
vented him from remaining until the finish. He has submitted his 
statement, which will be made a part of the record. 

Willard S. Townsend, international president, United Transport 
Service E mployees of America, Chicago, IIl., has submitted a state- 
ment in favor of the legislation, which will be made a part of the 
record. 

Mr. L. O. Castle, general chairman of the Railroad Yardmasters of 
America, local No. 18, Louisville, Ky., has presented a statement in 
favor of the legislation, which will be made a part of the record. 

H. G. Hughes. executive vice president, Railroad and Express Pen- 
sioners, Crosser Lodge No. 1, Hinton, W. Va., has presented a state- 
ment which will be made a part of the record. 
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Howard H. Bail v. preside! t. Penn vivan aR ulroad Ret red | 
Association, Baltimore, Md., has presented a statement in favor of the 
legislation. Itw ill be made a part of the record. 


. . 
Mr. Arthur Schutzer, State executive secretary of the America 
: = a 
Labor Party, New York City, has presented a statement which he 
wishes to be made a part of the record in this hearing. I will be 


made a part of our record. 

(The statements referred to are as follows:) 
STATEMENT OF Guy F. FAIN, GRAND PRESIDENT, THE NATIONAL ASSOCIATI 
RETIRED AND VETERAN RAILWAY EMPLOYEES 


My name is Guy F. Fain and my home address is Glendale, Ohio 

My presence before your committee is that of grand president of the Nat 
Association of Retired and Veteran Railway Employees, an organization nationa 
in scope with local units located throughout the United States and recognized 
by the railroad standard organizations with which we cooperate 

Our organization is regularly constituted and is governed by a constitution 
and bylaws. The business of the organization is conducted by legally elected 
officers chosen by delegates from each local unit in regular convention assembled 
and is a nonprofit organization. 

It would serve no purpose, and would be foolish for me to state before you 
committee that all retired and veteran railway employees are members of our 
association, but I do state most earnestly that we do speak for, not only thos 
who are members of the national association, but for the thousands of nonaffiliated 
retired railway employees, who have by correspondence shown their appreciation 
of those things we are endeavoring to accomplish in their behalf. 

With the foregoing introduction, Mr. Chairman, I wish to present the following 

At this time we desire to place before your committee our plea for the repeal 
of the last paragraph of section 38 (b) of the Retirement Act, effective October 
30, 1951, and return to all retired railway men and their spouses the right to col 
lect their full annuity under the Railway Act as well as any social security bene 
fits they may have earned. 

There are at this time some 267,600 retired railway employees, who after 
long and faithful service retired from active service and accepted their annuities 
under the Retirement Act. Of this number many thousands have, due to the 
small amount received, been forced to seek other employment in order to over 
come the rising costs of living and enable them to more properly provide for 
those dependent upon their income. 

These retired railway employees, now advanced in age, who had taken other 
employment, naturally after a period of time became eligible to social security 
benefits through their regular payments to that fund. What a beautiful pic 
ture. These additional funds provided for that extra doctor's bill not expected 
that little recreation so needed by those advanced in life. They were again a 
happy lot. This truly is the American way. 

Now what has happened? 

After all these years of service, more advanced in age, and living on borrowed 
time, along comes disaster. By an act of Congress they have suddenly been 
denied the right to receive their full retirement annuity because of benefits re 
ceived from social security. 

We have always understood that there was not or ever would be any con 
nection with the retirement funds and the social-security funds; each to perform 
their duties. 

It has been stated that we did not earn or pay for our benefits prior to 1987. 
In a monetary way this is correct; however, this fact was duly considered when 
our rate of annuity was established. It is a further fact that some 45,000 or 
48,000 retired employees, who did not pay into the retirement fund, was also given 
a pension, and some 5,000 of them yet are now receiving pension under the 
Railroad Retirement Act. However, these facts were dully considered when our 
rate of annuity was established. Is there any reason this should now be changed 
because of the small social-security benefits received? 

When retiring, our monthly payments were established under the railway retire 
ment law, that figure, so established, was to be our annuity, never to be less, 2nd 
we were further to enjoy any increases Congress in their wise wisdom would 
grant. 

My close association with thousands of these men and women have brought to 
™. many heartaches. Gentlemen, only those of us who have met and talked 
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with these veterans can realize what this change has done to them. I would like 
to take you into the homes of some of these punished, and they have been punished 
for wanting to better their conditions; just a few visits of that kind would 
convince you of the terrible injustice done to them. 

Mr. Kennedy claims in his testimony before the joint committee that all who 
failed to share in the 15-percent increase granted by congressional amendment 


November 1, 1951, “lost nothing.” This statement is too vague and needs clari- 
cation, as in its present form it fails to make sense. The number involved in 
his claim is 31,300 with their dependents and we feel this is 31,300 too many. 

In many cases the entire social security was deducted from the railroad retire- 
iment pension. I would like to mention one particular case of a member of our 
nit in Cincinnati. This pensioner paid into social security for 15 years; also 
nto the railroad retirement for 15 years. He received from social security a 
pension of $26.50 a month up to November 1, 1951, when the amendment was 
put into effect. After that date his social security was deducted from his 
railroad retirement pension. Then on October 1, 1952, he was given a $5 increase 


n social security. This was also deducted from his railroad retirement pen- 
sion. After hearing this case, you must admit that the amendment of November 
1, 1951, penalized this pensioner instead of giving him an increase, Under the 
Railroad Retirement Act this pensioner was entitled to $117.55, but the $31.50 
social security is deducted from his railroad retirement pension, which leaves 
him only $86.05. This is the reward he received after 45 years of railroad 
service. This is only 1 out of some 35,000 who have been penalized by this 
amendment, 

The above fact is substantiated by hundreds of letters that I have received 
from our members who are also in the same category as outlined in the above 
example. 

We feel it most eminently unfair that because our members who worked and 
paid under both the social security and the Railroad Retirement Act should now 
be penalized by these deductions from their railroad-retirement pensions. 

Our position in this claim is further substantiated by a statement made by 
Hon. Charles A. Wolverton, Congressman from the State of New Jersey, and 
now your present chairman of this committee wherein he stated on Tuesday, 
August 5, 1952, in a prepared statement on page 72 of the railroad-retirement 
legislation publication that, “I still am of the opinion that there should be a 
separate retirement system which should pay annuities to railroad employees 
upon their railroad service, regardless of any retirement benefits received by 
the employees from any other source.” 

We feel Congressman Wolverton has recognized the injustice of this amend- 
ment and that it should be repealed. 

We are not in accord with Chairman Kennedy’s statement that all actions 
and amendments to our bill should rest for the rest of this year wherein he 
appeared before your Board on February 27 and March 2, 1953, asking that this 
be done. Surely enough time has elapsed that the Board should be in a posi- 
tion to make a decision and I believe your commitee members were critical of 
Mr. Kennedy and his views, and were astounded at the Board's position with 
respect to legislation recommendation. 

Therefore, I earnestly appeal to this committee to right this un-American 
injustice and approve the measure that will repeal that part of the Railroad 
Retirement Act that prevents the so-called dual payments, and we pray you will 
assist in this endeavor to ease the burden of thousands of retired railroad em- 
ployees. Thanking you for the privilege of appearing before your committee and 
giving to you our side of the story. 


UNITED RAILROAD OPERATING CRAFTS 
693 Mission Street 
SAN FRANCISCO 5, CALIF. 

TESTIMONY OFfrerRED BY JOHN R,. ALABAUGH IN BEHALF OF UNITED RAIDROAD 
OPERATING CRAFTS—A NATIONAL LABOR ORGANIZATION COMPOSED OF RAITLROAD- 
OPERATING EMPLOYEES—FAVORING RESTORATION OF THE So-CaLLEp Dvat Rarr- 
20AD RETIREMENT BENEFITS AS ELIMINATED BY THE 82D CONGRESS 
United Railroad Operating Crafts requests the 83d Congress to restore the re- 


duction in railroad retirement annuities, affecting former railroad employees now 
retired and employees still in service. We ask for the restoration of the so-called 
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dual retirement benefits because certain railroaders have qualified and have been 
taxed for these benefits. We also beseech Congress to give no consideration to 
any further reductions in pensions but rather to give serious thought to plans 
reducing the retirement age, permitting retirement after 30 years of service, and 
liberalizing annuities. 

Let us put statistics aside for the moment in considering this retirement prob 


lem. Instead we would like for you to consider the fundamentals with which we 


are dealing, that is, human beings. The class of human beings under considera 
tion are composed of individuals that retired at 65 after giving their lives in their 
chosen field, individuals that were forced into early retirement due to disability, 
and widows with dependent children facing an uncertain future 

We don’t believe that anyone can say that the individuals falling into the 
classes mentioned above are growing wealthy on today’s pensions. If that were 
true, we could understand why there would be grounds to reduce pensions. In 
stead, retired people and widows receiving pensions have been forced to seek em 
ployment in order to exist, when rising living costs started to reduce their fixed 
incomes. They gain employment only to find they are taxed for a pension for 
which they may become eligible and at the same time, a reduction in their own 
annuity for which they have paid. 

To these people it is hard for them to understand any reason advanced for this 
action, regardless of the facts behind the reason \ reason for a reduction in 
their retirement benefit can only mean to them that their purchasing power has 
been reduced. 

If we were in the financial position of the pensioner, could we afford a reduction 
in our retirement annuity? Would we deserve a reduction in that annuity since 
it Was our tax money that financed it? Perhaps we should all ask ourselves these 
questions. 

We feel that we have a moral obligation to our people receiving pensions and 
to those who will receive pensions. Therefore, we earnestly ask Congress to re 
store the dual railroad retirement benefits, and to consider plans being advanced 
to liberalize the benefits of railroad retirement. 


UNITED RAILROAD WORKERS OF AMERICA—CIO 
805 G Street NW. 
WASHINGTON, D. C. 


STATEMENT OF JOHN GREEN, NATIONAL CHAIRMAN, UNITED RAILROAD WoRKERS 
or AMERICA, CIO, BEFORE THE COMMITTEE ON INTERSTATE AND FOREIGN Com- 
MERCE, ON THE RAILROAD RETIREMENT BILLS JUNE 2, 3, AND 4 


The United Railroad Workers of American, CIO, appreciates this opportunity 
to present its position in support of the bills now before the Committee on Inter- 
state and Foreign Commerce which would repeal those provisions of the Rail- 
road Retirement Act of 1987 which reduce the annuities and pensions of retired 
employees, the annuities of spouses, and the annuities of widows and children 
of deceased employees, by the amount of certain monthly benefits payable under 
the Social Security Act. 

Railroad workers regard the present provisions of the act as discriminatory 
and as an illegal violation of a contract entered into between the employee, his 
employer and the appropriate Government agency. 

Take the case of two railroad workers. One works the required number of 
years exclusively in employment covered by the Railroad Retirement Act. Both 
he and his employer make the proper contributions to the retirement fund 
Upon application to the Railroad Retirement Board for his annuity, it is paid 
to the worker in the prescribed manner. 

The other also works the required number of years in employment covered 
by the Railroad Retirement Act. Both he and his employer make the proper 
contributions to the retirement fund. But, this worker also engages in em- 
ployment covered by the Social Security Act. On this employment, he and his 
employer make the proper contributions to the old-age insurance fund. Upon 
application to the Railroad Retirement Board for his annuity, it too is paid. 
But, as required by the act, the annuity of this second worker is maintained at 
the same amount as the annuity received by the first worker by the device of 
reducing it by the amount of his old-age insurance benefit under the Social 
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Security Act. This, even though both he and his nonrailroad employer have 
made contributions much in exces of the first employee and his railroad employer. 
We contend that the second worker is being discriminated against in com- 





parisor th the first worker and is being denied the full benefit of his total 
contributions, 

It is also our belief that the payment of employee and employer contributions 
to the railroad retirement fund and the old-age insurance fund of social security 
constitutes a contract with each of the Government agenices which administers 
these funds The agencies, under the terms of these contracts, are obligated 
to pay in full, and separately, the benefits to which the worker is entitled as a 
result of his contributions. Any evasion of this obligation by either agency, or 
by both acting in concert, is a distinct and illegal violation of these contracts. 

If private insurance companies attempted to evade the obligations which 


they assume upon the acceptance of premiums from, and the issuance of policies 
to, their insured, the hue and cry demanding corrective legislation would arise 
from every quarter with a deafening din. I here voice the appeal of railroad 
workers who are subjected to just such an illegal injustice by the Railroad Re- 
tirement Act. 

Vhile I am not an authority on constitutional law, and while my experience 
has been in the workshops rather than the schoolrooms, my confidence in the 
inherent fairness of our national institutions is such that I will venture to specu- 
late whether Congress ever had the right to legislate away the benefiits of con- 
tracts between employers, employees, and Government agencies as it did in the 
Railroad Retirement Act of 1937. 

Lastly, the United Railroad Workers of America urge that the correction of 
the inequities, injustices, illegalities, and discriminations of the act outlined 
above be applied equally, and for the same reasons, to those sections of the act 
which treat with the annuities of spouses and the annuities of widows and chil- 
dren of deceased employees. 

We fervently hope that from these hearings will result a bill which will permit 
railroad workers, their spouses, widows and children, to receive those payments 
for which they have been making proper contributions and which have here- 
tofore been denied them. 


UNITED TRANSPORT SERVICE EMPLOYEES, 
Chicago 16, Ill, May 26, 1953. 


TESTIMONY OF WILLARD S. TOWNSEND BEFORE THE House INTERSTATE AND FOREIGN 
COMMERCE COMMITTEE ON AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


My name is Willard S. Townsend, and IT am international president of the 
United Transport Service Employees, which is affiliated with the Congress of 
Industrial Organizations. It is a railway labor organization, national in scope, 
within the meaning of the Railway Labor Act and represents station porters 
(red caps), dining-car employees, train porters, and attendants employed on 
the Nation’s railroads. We also represent all of the Pullman laundry workers 
employed in the seven plants operated by the Pullman Co, 

The United Transport Service Employees has interested itself in the suc- 
cessive amendments to the Railroad Retirement Act which have been passed by 
the Congress over the years. Through the good offices of your committee, a 
provision was written into the act in 1947 to provide for prior service coverage 
for red caps who had received no wages prior to 1938. For this action on the 
part of this committee, I once more wish to express the gratitude of our member- 
ship. 

At each biennial convention of our organization the issue of changes in the 
Railroad Retirement Act has been raised with statements of appreciation for 
each amendment which has liberalized the general provisions of the act. Here- 
twofore all such changes in the act, praiseworthy as they were, have proved in- 
adequate to meet the retirement needs of our members. This is due in large part 
to the fact that our members receive generally the lowest wages in the industry, 
hence their contributions to the retirement fund have been insufficient to provide 
them with retirement benefits equaling the national average. It goes without 
saying that our retired members are required to pay the same amounts for the 
necessities of life as others, 

With the above facts in mind, the delegates to our last convention in 1952 
upanimously passed the following resolution the pertinent portion of which 
I quote: 
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I} re t resolved, 'T t this nventio! thorizes its international 
( e} end « y ¢ l secure f of islation designed to (1) 
nh se tl mini nm 1 wide R id Retirement A 
S100, | ower the age requiren 60 vear v! h an empl iy 
rece e full benefits after 30 vear ) e the bel i 

l y 25 ( ihe f n pl ‘t th 
veil 2 r members! I ( ‘ oO e 7 I \ which will not 
permit thet upon tirement, to en a lo Ving below which ne 
American should fall 

It is unnecessar thi I take tl time of rT mittee oO present elaborate 
argument port of our position that the minimum m hly annuity under 
the act d to $100. The mos uperficial examination of present-day 
living costs provide sufficient justification for this relatively mild proposa! 

We recognize that the problem of maintaining older workers in our work force 
is one which rightfully concert American industry. The United Transport 
Service Employees, as an American institution, is likewise interested in a solu 


tion to this problem, for we recognize that many workers can look forward to 
several more productive years after having attained age 65. 

At the same time, we realize that workers who perform certain types of jobs 
on railroads requiring the expenditure of excessive amounts of physical energy 
are less likely to enjoy as many healthy and productive years after reaching age 
65 as workers whose jobs are less physically strenuous. Most of the 


railroad 
employees whom we represent are 


confined to jobs which are among the most 
physically arduous in the entire industry. These workers, unlike workers on 
less taxing jobs, cannot look forward to such a long period of productive employ- 
ment as those undergoing less physical exertion. For them, to lower the retire- 
ment age to 60 is not only socially desirable but physically necessary. We be- 
lieve, in fairness to such workers, that retirement at age 60 after 30 years of 
service is amply justified. 

For the same reason that we favor an increase in the minimum monthly 
annuity to $100, we also favor an increase in the benefit formula by 25 per 
cent. The Monthly Review, published by the Railroad Retirement Board, in 
its February 1953 issue, has presented some statistics appropriate to this dis 
cussion. The Board's figures show that at the end of 1951, for full age an 
nuities, an employee only retired with an average of 25 years of service. His 
average annuity per year of service was $3.94, entitled him to an 
monthly annuity of $98.35. 

Since the pay of the majority of railway employees whom we represent is 
below the national average, it can be readily seen that the average member 
of the United Transport Service Employees who retired at the end of 1951 
would receive considerably less than the $98.35 referred to in the Monthly Re- 
view. 

Any increase in the average monthly annuity, and it is generally conceded 
that an increase is needed, can only come about by an increase in the benefit 
formula. We believe that a 25-percent increase in the benefit formula, would 
most likely would reflect a like increase in the average monthly annuity, would 
not be excessive. We believe further that retired rail employees by virtue 
of their high contribution rates are entitled to such an increase in benefits. We 
ask your committee to act favorably on our requests to the end that retired 
railroad workers may be enabled to spend their declining years 
and peace. 


average 


in dignity 


RAILROAD YARDMASTERS OF AMERICA, 
Locat No. 18, L. & N. System, 


Louisville 8, Ky., May 12, 1953. 
Hon. CHARLES A. WOLVERTON, 


Chairman, Interstate and Foreign Commerce, 
Room 1334, House Office Building, 
Washington, D. C. 

My Dear MR. Worverton: It is my understanding that your committee 
will handle all amendments and bills now presented to the S3d Congress in 
connection with the Railroad Retirement Act. 

Our organization represents the yardmasters employed on the L. & N. Rail 
road. 
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We are stating our feelings in connection with the duties of your commit 
tee and we hope you will give this matter your full consideration in rendering 
your report. 

We are asking you to support House bill H. R. 2929, introduced by Mr. Dague, 
and House bills H. R. 1737 and H. R. 356, introduced by Congressman Van Zandt, 
of Pennsylvania 

We have read and discussed at our meetings the different bills and also 
the presentation made by Congressman Van Zandt before the 88d Congress in 
which he states that “thousands of retiring and retired railroaders were the 
victims of gross injustice. This is borne out by the fact that many entitled 
to an increase in benefits have actually had to accept a reduction in their 
monthly pension or annuity.” He further states, “In my opinion, this was 
not the intent of Congress when it sought increased benefits under the Rail- 
road Retirement Act.” He also stated, “A report of the Douglas Committee on 
Railroad Retirement Act shows that 30,000 persons are affected by this dis- 
criminatory rule and that the small saving by forbidden dual benefits is less 
than one-fourth of 1 percent of the payroll tax.” 

Our organization represents all the yardmasters employed on the Louisville 
& Nashville Railroad Co., and we fully agree with the above statements of 
Congressman Van Zandt, and we cannot agree with Mr. William J. Kennedy, 
Chairman of the Railroad Retirement Board, to withhold any action on these 
bills. We are appealing to your committee for relief, which is greatly needed 
by our members and other railroaders. 

Very truly yours, 
L. O. CASTLE, 
General Chairman, Local No. 18, R. Y. of A, 
,007 South First Street, Louisville 14, Ky. 


STATEMENT oF MR. H. G. HUGHES, EXECUTIVE VICE PRESIDENT OF THE RAILROAD 
AND EXPRESS PENSIONERS CROSSER LODGE No. 1 or Hinton, W. VA., BEFORE THE 
House COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 


Mr. Chairman, it is a very great privilege for me, as the representative of 
over 400 railroad pensioners and annuitants, to present this plea to you and the 
distinguished members of your committee. 

We ask this committee to repeal the so-called dual-benefit reduction provision 
of the amendments to the Railroad Retirement Act which became effective on 
October 30, 1951. 

I have been requested by my group to state my own case because we know 
there are many thousands of other persons similarly affected. 

In the year 1945—at the age of 67—I was forced to retire from active railroad 
service due to my health. My original annuity of $93.83 per month was in- 
creased to $127.77 per month as a result of legislation granting 15-percent and 
20-percent increases in 1951. At the same time I became eligible for social 
security and as a result my benefits were reduced to $87.33 monthly. 

At this point, Mr. Chairman, it should be noted we railway workers are 
assessed 644 percent while the social-security assessments remain at only 11% 
percent. 

It is our contention, therefore, that our annuities should be entirely separate 
and that the provision of section 7, of Public Law 234, of the 82d Congress, should 
be rescinded. 

Mr. Chairman and members of the committee, I thank you very much for this 
opportunity to present this statement. 

Respectfully submitted. 

H. G. HuGHes, 
Eavecutive Vice President, Railroad and Express Pensioners, Crosser 
Lodge No. 1, Hinton, W. Va. 
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PENNSYLVANIA RAILROAD RETIRED MEN's ASSOCIATION NO, 5, 
1925 Guilford Avenue, Baltimore, Md., May 13, 1953. 
Hon. Dwicut D. EISENHOWER, 
President of the United States, 
Washington, D.C 

My Dear Mr. PRESIDENT: We, the undersigned representatives of the mem- 
bership of the Pennsylvania Railroad Retired Men’s Association No. 5, located 
in Baltimore, Md., do hereby petition the Congress of the United States to 
amend the Railroad Retirement Act and abolish that part of the act pertaining 
to the interlocking of the said act with the social security and make them 
separate funds, as this condition which now prevails is discriminating and 
penalizing the railroad retired employees for a condition which forced them to 
return to work again, caused by the low-retirment pension which they received 
and on which they could not live and pay the higher cost of living. 

Our contention is this act is and should be: self-supporting and no deduction 
should be made from this retirement annuity, and the retired employee should 
receive the full amount without any deduction whatsoever. 

The Social Security Act tax is paid by the employer and employee amount to 
5 percent on the wages and payrolls, a differential of over 9 percent between 
rhe two. 

We, therefore, petition the Congress to pass an amendment to the Railroad 
Retirement Act separating these two funds and the full amount, the deductions 
returned to all those who have thus been penalized retroactive to November 1, 
1951; this act is the only act or law we know of that is so penalized. An em- 
ployee in the service of the Government no matter what branch, is retired on at 
least half pay according to the length of service and position that he held at 
the time of retirement, and he can then go out into industry and work, without 
any loss or deduction whatsoever. 

We, therefore, now ask that our plea for amendment be considered favorably 
and the change be made in this act. A reply will be greatly appreciated. 

Respectfully, 
Howarp H. Battey, President, 
SAMUEL H. NorMaAn, Secretary-Treasurer. 


STATEMENT IN BEHALF OF THE AMERICAN LABOR PARTY SUBMITTED TO THE Com- 
MITTEE ON INTERSTATE AND FOREIGN COMMERCE AT THE Pusitic HEARINGS Con- 
CERNING THE RAILROAD RETIREMENT ACT, JUNE 2, 1953 


The American Labor Party extends its unqualified approval to the railroad- 
pension conference and favors restoration of the unwarranted reductions in 
retirement annuities made by the S2d Congress in 1951. 

In support of our contention that railroad-retirement annuities should be in- 
creased to provide half-pay annuities based on the 5 years of highest earnings, as 
provided in the pension conference bill, H. R. 122, we submit that: Because of 
steadily rising prices the reduction in annuities represents a heartless deprivation 
of the necessities of life for thousands of aging railroad workers. Not only is the 
new Bureau of Labor Statistics cost of living index going up but so also is the old 
index. The March 15 reading was 188.8 for the old and 113.6 for the new index. 
I‘urthermore, the Dun & Bradstreet wholesale food price index is up again. And 
every percentage rise in the food index is a percentage rise in real hardship for a 
railroad worker and his family. 

Now let us consider, in contrast, the demands of certain Congressmen for an 
increase in their take-home pay. On May 11, 1953, the Senate Judiciary Com- 
mittee voted to recommend passage of a bill to increase the salaries of Members 
of Congress by $10,000. The Judiciary Committee defended the proposed in- 
creases on cost-of-living grounds, according to a report in the New York Times of 
May 12, 1953. 

If increased living costs so oppress the legislators, surely they must understand 
that provision of half-pay annuities with a $200-a-month maximum is absolutely 
imperative for the existence of the retired railroad workers. To argue against 
this very modest demand would be farcical in the face of the arguments put 
forward by the Congressmen when they asked for raises in pay for themselves 

Also, in view of the high incidence of the chronic diseases of middleage from 
which railroad workers are not exempt. it is unrealistic to consider any plan of 
retirement other than one which provides for optional retirement after 30 years 











sounded in certain financial 


e1res ver the threat of deilati: nd recession in the near future, we would urge 
most strongly that oU-ve optional retirement plan be made effective by law 
imm<¢ tely to ‘ nereased employment to younger men and thus cushion the 
economic difficulties which some say are just around the corner. 

I | we want to empl ze that with the reported unused reserve of $3 
billion in the railroad retirement account, no substantial reason exists for Con- 
gress to fail to increase the monthly annuities and to provide for a 50-year 
retirement plan. 

In conclusion, we respectfully urge the passage of H. R. 122 


‘I he ( Crairman. Are there any other persons present who are asking 
be heard, either for or against the legislation 2 

Very well. We will adjourn until 2:30. I dislike to ask Mr. Lati- 
mer to return at that time, but if it is possible for him to do so, 1 would 
hope that he would. 

I did give the impres ssion to some members of the committee that we 
would adjourn for questioning this afternoon, and it may be that some 
would like that ee I am not certain that it will be the case, but 
in order to take care of it in case they desire to question him, 1 would 
appreciate your being * re at Q:: 0, 

We will hear the remainder of the witnesses and conclude the hear 
ings this afternoon. 

(Whereupon, at 1:30 p. m., a recess was taken until 2:30 p. m., of 
the same day.) 


to 


AFTERNOON SESSION 


The Cuatrman. The committee will please come to order. 

Gentlemen of the committee, Mr. Latimer is still with us in case 
there is any one of the committee who would like to ask any questions 
of him. 

Mr. Hesevron. Mr. Chairman, I was called out. Did anyone raise 
the question with Mr. Latimer as to the percentage of savings to the 
fund from the situation existing with respect to social security and 
railroad retirement? 

The Cuarrman. I think it would be appropriate for you to ask 
that question if you wish. 

Mr. Latimer ? 


STATEMENT OF MURRAY W. LATIMER—Resumed 


Mr. Hesevtron. Mr. Latimer, did you hear the testimony yesterday 
of Mr. Schoene about the 7.66 percent as being adequate to take care 
of new entrants? 

Mr. Latimer. Yes, sir. 

Mr. Heseuron. Do you agree with that statement? 

Mr. Later. I think it is as reasonable a figure as it is possible to 
get today, yes. 

Mr. Heseuron. In terms of the solvency of the fund you do have 
in mind that there is testimony in the record already that the re- 
port of the Railroad Retireme nt Board in connection with the fifth 
actuarial valuation was based upon existing law, and the prospective 
increases in the Social Security Act. Do you understand that? 

Mr. Latimer. Yes. 

Mr. Hesetton. And it was testified that so long as the rate remained 
at 3 percent, that would amount to approximatelw $50 million a year 
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in favor of the railroad retirement fund. Would you discuss that 
point in terms of the estimate of $358 million, as I recall it. being the 
cost of the measure if these bills were passed, which I understand you 
advocate ? 

Mr. Laroer. Yes, sir. I must say, sir, I am not clear on the $358 
million. 

Mr. Harris. $385 million. 

Mr. Hesevron. $385 million. I understand that is the figure the 
Board used as the cost of these bills if they were enacted. 

Mr. Larimer. That is the aggregate of the amounts to be disbursed 
during the next 50 years, if these bills should be enacted into law. 

By the device of phantom interest, that $385 million has been ex- 
aggerated to a billion. It has appproxim: ate ‘ly the same relationship 
to the Federal retirement system as the value of 1 penny de posited at 
the birth of Christ, improved by interest down to date. That is, it is 
strictly nonexistent. A more appropriate figure is the present value 
of those benefits, which is $237 million on which the interest is $7,110,- 
000 a year, which expressed in terms of level percentage of payroll 
and discounting for the fact that the collections of taxes occur during 
the course of the year, is approximately 0.14. 

That is the figure that compares with all the other figures. So 
there is a cost attached to this bill of some such magnitude. 

[ took occasion to point out, I think in your absence, that eee 
despite the change in social security which had the e ffect of increasing 
the cost of doing away with this particular provision, it pation 
magically remained about the same. Obviously if it did remain the 
same it wasn’t right in the first place. But that is a matter of minor 
importance. 

There is an extra cost attached to this measure, and the cost of 
what I prefer to call the social security offset provision, which inci- 
dentally is the name the Board chooses in its communications to the 
annuitants themselves and the pensioners, the cost of that is un- 
doubtedly something and it is undoubtedly in the neighborhood of 
something substantially larger than $200 million distributed over a 
long period of years. 

Mr. Hesevton. Carrying my question a bit further, I was thinking 
more in terms of possible savings that would accrue to the retire ment 
fund if the tax rate remains at 3 percent as recommended by the Presi- 
dent, even though I grant that there is no guaranty that it will remain 
indefinitely at 3 percent. I must confess I am always pretty much 
confused by this actuarial testimony, but it seems to me $50 million 
a year after a certain length of time would wipe out the so-called 
cost by reason of the repeal of this particular subsection. 

Mr. Latrmer. On that, sir, in your absence the chairman asked me 
a question on that point. I said to him that I would be very happy 
to be able to say that that was so. In my judgment it is not possible 
to say that it is so because I think that it is necessary to take as the 
policy of the Congress the statement, repeated on several occasions, 
by the House Ways and Means Committee and the Senate Finance 
Committee, and I think approved by action of the two Houses of 
Congress, which is expressed in as short compass as I think is possible 
in the report of the Ways and Means Committee on the bill which 
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became the Social Security Act Amendments of 1950. This is what 
the Ways and Means Committee said: 

Your committee has very carefully considered the problems of cost in deter- 
mining the benefit provisions recommended. Also, your committee is firmly of 
the belief that the old-age survivors and disability insurance program should 
be on a completely self-supporting basis. Accordingly, the bill limits the provi- 
sion added in 1943 authorizing appropriations to the problem from general 
revenues. Future experience may differ from the estimate, so that this tax 
schedule, at least in the distant future, may have to be modified slightly, either 
upward or downward. 

That was on the assumption, of course, that the 4-percent rate went 
into effect on January 1, 1954, and that the other steps would follow. 
Obviously this language is modified immediately if that does not occur. 

But this may be readily, that is whether it is to go up or down, “may 
be readily determined by future Congresses after the revised program 
has been in operation for a decade or two.” 

In other words, it is the position of the Ways and Means and the 
Senate Finance Committees that you cannot now determine anything 
more than general levels and policy. The policy, it seems to me, has 
been made clear that these are to be self-supporting systems, and that 
if you do not charge a tax this year you will have to charge it next 
year or the year after or sometime in the future. 

As long as you do that you cannot, it seems to me, assume that the 
mere postponement will add to the funds available to the railroad- 
retirement system. It seems to me, sir, that it would be exceedingly 
anomalous if that were so, that the act of Congress in postponing 
a tax on social security should thereupon result in more money to be 
spent by the railroad-retirement fund. That, sir, to me would be an 
extraordinarily peculiar result. 

Mr. Hesevton. That is all, Mr. Chairman. 

Mr. Latimer. Mr. Heselton, may I add one further word which may 
clarify or maybe further befog this situation. 

In answer to a question which you addressed 2 or 3 days ago to Mr. 
Matscheck, perhaps I didn’t understand, but I think you asked him 
if these social-security offices had an effect on the transfer arrange- 
ments between the railroad retirement and social security. I under- 
stood the answer to be “Yes.” I should like to take exception to the 
answer and say that I am quite sure that the answer is “No.” The 
prescription for the amount of transfer between the two funds is de- 
pendent entirely on the taxes which would be paid by railroad em- 
ployees if they were covered by social security and the benefits which 
they would draw if they were also subject. 

It is that balance which affects the transfer and that balance cannot 
possibly be affected in any way whatever by the amount which may 
be paid under the Railroad ranean Act. You can wipe out 
prior service, you can double it, you can do anything else, but it is 
those two factors, what hi sa under social security, which would 
leave the social-security fund in the identical picture which it would 
have been as if railroad employees were covered under it, which 
governs the amount of that transfer, and nothing else. 

Mr. Hesevron. That is rather a surprise to me. I thought we all 
understood there would be an adjustment between the social-security 
funds and the railroad-retirement funds. 
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Mr. Larter. Yes. I am not saying that. But it is not affected 
by the amount of the level of benefits under the Railroad Retirement 
Act. It is what is paid. The statutory direction is that the social- 
security funds shall be left in the same position which it would have 
been if railroad employees had been covered under it. Obviously 
under that prescription what is paid under the Railroad Retire 
ment Act is quite irrelevant. 

Mr. Hesevron. That is all, Mr. Chairman. 

Mr. Hare. Mr. Latimer, I had to miss some of these hearings, but 
all the evidence before us, as I understand it, is that the fund at the 
present time is not actuarially sound. Is that correct ? 

Mr. Larimer. I would agree that that is so; yes, sir. 

Mr. Harr. It is agreed by everybody—I think the committee are 
all in accord and I think the parties in interest are pretty much in 
accord—that the fund should be kept actuarially sound. Do you agree 
to that? 

Mr. Latimer. I most assuredly do. 

The Cuarrman,. It is a good bit to ask the witness to interpret the 
will of this committee. 

Mr. Latimer. I understood he was asking me if it should be actuari- 
ally sound, and I do. 

The CHatrmMan. That is different. I thought he wanted you to 
form an estimate—— 

Mr. Latrmer. If I may, I would like to be excused from answering 
as to what you think, 

Mr. Hae. The passage of H. R. 356, or any of the companion bills, 
would make the fund more unsound actuarially, would it not ? 

Mr. Larimer. Yes, sir; it would. There is no question about it. 
The only reason I do not deal with that, sir, is that I think there are 
ways by which to deal with it. The only reason I don’t deal with it 
is because this hearing is limited to that particular provision. If you 
would like a lecture from me on that subject, I would be very happy 
to oblige. 

Mr. Hate. No. sir. Just let me grope a little. I sometimes get 
more from groping than I do from listening to lectures, and I have 
listened to a lot of lectures. 

Is there any companion measure that you can suggest to accompany 
the passage of H. R. 356 or any of its companion measures which would 
make the fund acturially sound ? 

Mr. Latimer. That. sir, I neglected to bring in because I under 
stood these hearings were to be limited to this particular subject, 
which is the subject of spending money. If I may I would like to 
go on, without appearing to duck. 

Yes, I have a fairly well worked out proposal which I think 
would be suitable for accomplis shing the object of making this fund 
actuarially sound, and I have imposed on that approach two con 
ditions: One, that there be no reduction in any benefit earned for the 
retirement of any employee before the date of that reduction, and 
that there be retroactive restoration of anything which has been 
taken away—and there has been a great deal taken away—secondly, 
that the taxes be not raised. 

T have worked that out fairly well in my own mind, and T am now 
in the process of seeing whether or not the data underlying the fifth 
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valuation prove what I think they will. I am not quite at that stage 
yet. Iam also not at the nae [ appear here for four railroad labor 
organizations; such work as I do in this field I do on their behalf. 
I have prese nted to them no spe ‘ific indication of what I think ought 
tobe done. They pay me for what Ido. They may think I am crazy. 
If so, they won't be the first ones. , , 

Mr. Hate. I hope they pay you very well. I think they should. 
I think you are an extraordina rily competent man. 

Mr. Latimer. Thank you, sir. I trust they think so when they see 
what I produce. 

However, I should not fee] : ee ‘ty to sit before the committee in 
the capacity in which I do ap ta ‘here, that is, as their representative, 
and tell you what I think you ought to do. I should then be speaking 
entirely as an individual and you would quite properly treat it as an 
opinion of an ex- profes sor and give it the ata to which that status 
may or may not entitle it. 

Mr. Harr. I would be glad to have you speak as an individual with- 
out prejudice. 

Mr. Larimer. If you give me another week, sir, I shall be very happy 
to give you my data as of this moment. I Lite not quite completed 
the cost studies which I began only after the fifth valuation was com- 
pleted, because I wanted to use the same assumptions used there. 

I think I shall have them completed, but I cannot at this moment in 
all honesty tell you that I have a companion measure. When you say 
that it is one which is in my mind which I am morally certain will 
work out, but I would like to play around ve ifa little more. 

ee ‘HAIRMAN. May I say, Mr, Hale, that I can see the position 
the witness is p laced i in, hay ing come here as the re presenti itive of four 
dear cateiens on a specific matter and without any op portunity to 
confer with them on the question that you are now speaking on. It 
would be more or less embarrassing in connection with his testimony 
being delivered as the represent: itive of organizations even to express 
his opinion on matters that are not necessar ily related to the testimony 
that he is here to give. But I think that the interest that you have in 
the matter that prompts you to ask these questions of the witness is 
very justifiable and that the opportunity will be given to you and to 
other members of the committee to follow through on that at a later 
date if the plans that I have in mind can be carried out and the com- 
mittee wishes to carry them out. 

Mr. Hae. I am perfectly frank in saying that, as the matter lies in 
my mind, I would like certainly to prevent any retiree from suffering 
any prejudice from the so-called dual benefits, what you call the social 
security offset. But Mr. Matscheck from the Railroad Retirement 
Board comes here—did you hear his testimony ? 

Mr. Larimer. I did, sir. 

Mr. Hate. He testified that the fund was not actuarily sound now 
and if we did anything about these dual benefits. we would jus st be 
making bad matters worse, as I understood his testimony, stating it 
very crudely and bluntly. 

Mr. Fort’s testimony on behalf of as Association of American Rail- 
roads was closely similar. Mr. Schoene’s testimony was something 
along the same line, if I understood them all. They might not assent 
to my characterizations, but st: ated crudely and gener: ally, that is the 
impression that I got from those three men. 
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Mr. Larimer. It is a correct impression, sir, and my only differ 
ence with them is that I think they are too optimistic. I think the 
situation is worse than they have said it is. I make no bones about the 
difficulties which the situation involves. 

Mr. Hate. As the testimony stands now, I don’t see how this com 
mittee can report any of these bills favorably, although I would like 
personally to do so. Perhaps there are other people on the committee 
who feel the way I do. 

Mr. Latimer. Mr. Hale, the committee has a job. The railroad-re 
tirement fund is running at a deficit. You must, I think—I won't say 
you must, but I hope you will consider means of eliminating that 
deficit. I believe it to be serious. One of the essential parts of the 
successful operation of any retirement system and the willingness of 
those who support it to continue its operation is that they have con 
fidence that what you have promised will be paid. 

I say with all deference that the Congress of the United States has 
repudiated a promise which it made to railroad employees. I use the 
words advisedly. I take the position here that under the circum, 
stances it is no less than just that you live up to the promise that you 
have made and that if when you consider that problem you will add 
the funds you have to raise, but I don’t think you should per petuate 
this injustice because you are not now prepared to face the question of 
what to do about these additional moneys, or since in the particular 
limitation that I have placed on my approach to it—— 

Mr. Hare. That is the only point on which I feel disposed to dis- 
agree with you. I feel it would be irresponsible to report these bills 
favorably unless we have some overall answer to the solvency of the 
fund. 

Mr. Larimer. If these hearings had been open to these other mat 
ters | would have regarded it as my duty to change some time that I 
and my staff have given to other matters and completed certain studies 
which I] now have under way, but because of the announcement of the 
committee L did not do it, since I supposed that whatever 1 might do 
would not be considered here anyway. 

Since the matter has been raised by these hearings and limited 
these bills, I think that the committee should go ahead and correct 
an injustice, realizing that the amount—when you say the amount to 
be raised I should pre fer to phr: ase it the amount to be saved, since one 
of the conditions which I have placed on my approach is that there be 
no increase in taxes—the amount to be saved in other directions must 
be increased, 

Mr. Harr. You want us to correct an injustice to 35,000 people, 
whatever the number is, at the expense of doing a greater injustice to 
a far larger group. 

Mr. Latimer. No, you are not doing an injustice to another human 
being in this world. You are restoring, sir, the confidence of the 
railroad workers in the railroad retirement system, which has been 
very badly damaged by what has happened. They thought they were 
guaranteed the right by the Congress of the United States, not’a con 
tractual right perhaps, but they thought they could count on the an 
nuities that were paid by a law of Congress for the remainder of 
their lives. They find out it isn’t so. Any saving that you try to make 
at the expense of anybody with a bac kground of a promise that the » 











regard as broken—and I gave reasons here this morning for saying 
that i thought they were justified in so regarding it s going to make 
your job that much worse and harder and a condition precedent to 
getting the kind of revision which I think is needed it seems to me is 
to restore the contiden e of the railroa { workers in the Syst Thi and 
to stop what they feel is L very clear. unjustified diserim natic ni and 
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penalty against them for which no good reason in fact or law or moral 
eX Sts 

= u are not he lping ge anyvthi c 

Have. That is all, Mr. 

The ( ‘HAIRMAN. Mr. Harvis? 

Mr. Harris. Mr. Latimer. you have covered this field very fully. I 
am reluctant to ask questions for fear there might be some repetition, 
and I know time is an import: unt element, But you ee before 
this committee 2 years ago when we had the amendments before us. 
As I recall, you opposed the work-clause provision at that time, did 
you not! 

Mr. Latimer. I did, sir. 

Mr. Harris. As I recall, you opposed the increase in the taxable 
rate. 

Mr. Larrmer. I would have to refresh my memory on that. I don’t 
think I took any position on that. That was not one of the things 
as I recollect now that I was concerned about. 

Mr. Harris. I do not remember, did you appear at that time as 
the representative of a group of the brotherhoods. 

Mr. Larimer. No, sir. I appeared here in my own right and be- 
cause I thought what was not correct was happening and I wanted to 
make sure that my voice was a ed to the protest. It may be that 
I didn’t oppose that, but of course since most of the things in there I 
did oppose mi ivbe ] op posed that, aan 

The Cuainman. My recollection is very clear on that and I am sure 
the record will sustain it, that Mr. Latimer appeared here as a friend 
of the committee rather than as representing any particular group, 
to vive is the benefit of his inde pe ted aclvise, 

Mr. Larimer. I had not discussed the matter with any representa- 
tive of any labor organization of the railroads before I came here. 

Mr. Harris. The reason I mention the work-clause provision is 
because I was interested in your change of viewpoint. This morning 
I recall you said that in 1937 there was only one witness who proposed 
the work clause and that was you. 

Mr. Latimer. I believe that to be correct. 

Mr. Harris. Those who proposed the work clause in 1951 opposed 
it at that time. It seems that there has been quite a change of views 
over this period of time. 

Mr. Lariver. There has been. Just to get that completely clear, 
Mr. Harris, the representatives of the Railw: ay Labor Executives 
Association who constituted the committee who had the discussions 
with the representatives of the Association of American Railroads 
following President Roosevelt’s letter in December 1936, had agreed 
to a work clause. 

I think I can say without exaggeration that that agreement was due 
pretty largely to the fact that I pressed iton them. Those who were 
not at those meetings ul id oppose, and it was taken out and no one rep- 
resentative of those groups did favor it in the hearings. 
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Mr. H ARRIS. That of COuUrse Is Hoi involve cl here at the moment, and 
| raise the question for the purpose « f bringing up an ther part of the 
program. The legislation which was finally passed was estimated 
to cost I believe about 14.57 percent of the taxable payroll. 

Mr. Larower. I have here the calculation made after the final bill, 
which was I think 14.438. 

Mr. Harris. 14.43, ali right. That was the estimated cost 2 vea 
ago. Do you agree with the report of the Fifth Actuarial Valuatio 
which estimated the cost now to be 13.41. 

Mr. Larimer. If I were n aking a valuation I should come out with 
a somewhat nee fioure than 13.41. I don’t think it would be as 
high as 14.43, mai nly because I would not have used as low a retire 
ment rate. I would have used a somewhat lower rate of terminati 
of employment, and I would use a lower payroll. 


What effect those would have I don’t know. It would be higher 
than 13.41. How much higher it would be I don’t know. 


Mr. Harris. Y« u were a very valuable member of the R POU 


Retirement Board for a good many vears. If anvone is ( Xperience 
in this field, you certainly are. Do you recall any report the Board 


has made in anv of these valuations but what it was overestimated / 


Mr. Larimer. Yes, sir; I certainly do. 

Mr. Harris. Which one? 

Mr. Larimer. The very first valuation on which the Railroad Re- 
tirement Act of 1937 was based, as I now look back at it, in spite of 
all that has h: appe ned since I think is still an paar ges At least 
in 1946 the committee agreed with me because they added V4 percent 
to the taxes originally scheduled on the eround that a ‘ef ficieney did 
exist. There has been some apparent feeling that maybe you could 
spend that mone Vv over again, and you have, a1 ad then some, bi it that 
was and I still feel that that was an underestimate. 

Mr. Harris. We come right along in 1948 and raised by 20 percent 
the benefits. Is that true? 

Mr. Larimer. And the payroll very obligingly went up and you 
were saved. 

Mr. Harris. That is the point I make here. The payroll has been 
going up constantly notwithstanding the estimates of the Board. 

Mr. Latruer. Yes, me. You will notice, however, that that process 
cannot go on very much longer. If you look at page—— 

Mr. Ha . If I remember correctly, you told us that in 1946, too. 

Mr. Silat r. I was on the other side, then. you know. 

Mr. Harrts. I remember that very well. 

Mr. Latimer. I was contending that what then was pronounced the 
fantastic figure of 314 billion was not excessive, and I was very asidu- 
ously trving to defend the 3.5 billion figure. 

Mr. Harris. I remember when you were trying to defend the 4.6 
billion, too, and it was something which just could not stand. 

Mr. Latrwer. No, sir: I think your memory plays you false on that 
[ never defended the 4.6 figure. 

Mr. Harris. The Board did. 

Mr. Latmer. Yes, sir; but not me in any personal capacity or even 
as a member of the Board. 

Mr. Harris. When did vou leave the Board ? 

Mr. Latimer. January 15, 1946. 

Mr. Harrts. I see. 
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Mr. Latimer. That I would not plead guilty to. On page 84 of 
the Fifth Valuation there is a table indicating the covered employ- 
ment, total payroll, taxable payroll, and the reasonable high assump- 
tions. You will notice that although the payroll is estimated to go 
up between 1951 and 1955 by $380 ‘million, the taxable payroll goes 
up by only $205. It is getting along toward the point white you get 
only 50 cents out of very increase in dollars. 

Mr. Dotiiver. What column is that? 

Mr. Larimer. Those are columns 7 and 8. Every time you raise 
wages you get to the point where you are closer to the maximum, 
and once you get there, of course, all this leeway in the payroll van- 
ishes at that point unless you have increase in employment. 

Mr. Harris. That is true, but these programs over the years have 
been built on estimates which have come to us in these valuations of 

each 3 years. We have heard each time this matter has been brought 
up about how dangerous this situation is. We just cannot do this 
or that, but each time it has been done. It came out. When we looked 
it over again in 2 or 3 years we were still in good shape even when 
we were so close, at one time 14.2 percent. In consideration of the 
1951 amendments one of the important things was that we just could 
not go to that figure. Then we finally went to 14.43 percent. Now 
we are back to 13.41. This is only a matter of fifteen one- hundredths 
of 1 percent. To save my life I can’t understand, with the experience 
we have had for the last several years, how that is going so seriously 
to jeopardize this fund. That is what I am cone erned about. 

Mr. Larimer. I don’t think it will jeopardize the fund any more 
than itisnow. It will add something. 

Mr. Harris. In other words, this is insignificant, that in the long 
run so far as the fund is concerned it would not jeopardize it a great 
deal, would it? 

Mr. Larimer. I don’t think it would, but I would hesitate to say 
that you could do it without doing some other things. I wouldn't 
want to go that far. To me $714 million is still a good deal of money. 

Mr. Harris. The point I make—you know much more about it 
than I do, and I want you to get me straight if I am wrong. 

Mr. Hale raises a question about how serious it is to report a bill 
without doing something about taking care of the deficit. The ques- 
tion I raise is would this bill if reported. adversely affect the fund 
substantially ? 

Mr. Latrer. No. I think you have a duty to examine it in light 
of this report and your duty will not be increased in any degree 
whatever by the enactment of this bill. 

Mr. Harris. You do not think there would be any appreciable effect 
or serious effect on it if this bill were to be reported ? 

Mr. Latrmer. No. It would just add that 0.15, which is something 
less than about 114 percent above the present level, That is not, in 
my judgment, the motte at which there would be a break. 

‘Mr. Harris. We raised social security last year $5. That added 
to the fund, did it not? 

Mr. Latimer. It adds that much more to the fund; yes. You get 
a lift on that, except that peculiarly enough the measurement of that 
lift comes out lower than it did before. That is something that I 
haven’t quite figured out yet. 
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Mr. Harris. Perhaps we should not fool with social security if 
every time we raise it, it makes this worse. 

Mr. Larrwer. I think there is a great deal to that; yes. On the 
general point of the level of taxes, Mr. Harris, I would like to make 
this observation: The elimination of a deficiency by the process of 

saving money, unless you happen to have a lift somewhere, which 
I think is within bounds now but won't be very long, always creates 
an inequity. Some benefits have to be reduced, and nobody ever 
got his benefit reduced without thinking it was an inequity. So when 
you create deficiencies, particularly by delay, you are making it almost 
sure that you are going to create some inequities when you remedy the 
situation, unless you add some more money. On the other hand, the 
distribution of a surplus can always be handled so that everybody is 
happy. 

Mr. Harris. Can it? 

Mr. Latimer. Yes. 

Mr. Harris. That formula I would like to have. 

Mr. Larimer. Maybe I should say relatively happy. At least 
everybody gets some benefit. But you would have no kicks of the 
kind you have had on this dual benefit. That is why I say that delay 
on the matter of dealing with the deficiency is bad because you are 
creating situations that always grow worse. If you are wrong, if 
you put the tax to the point where it is too high, the trouble you are 
running into is infinitesimal as compared to the situation where it 
is too low. 

Mr. Harris. That is one of the actuarial problems which we as 
ordinary laymen do not understand. 

Mr. Larimer. You can understand your mail, though. I am just 
talking about the consequences. 

Mr. Harris. That is very interesting. Just this one final question: 
Do I remember correctly that there was something in the considera- 
tion of these programs of benefits over a period of time, that this all 
being an actuarial problems based on estimates and assumptions, that 
so long as the cost of benefits is either over or under around 1 percent 
the fund is in fairly good condition ? 

Mr. Larimer. I completely disagree with that idea, mainly for the 
reason that I have just stated, that you cannot be sure whether your 
1 percent is plus or minus. If it is plus, it is fine. I think if you 
examine the history of the funds that have operated for long periods 
of years you find that invariably the most successful ones are the 
funds which have operated on a conservative basis and leans over 
backward. 

They kick about these estimates when people lean over backward. 
[f you don’t lean over backward, by long experience you fall on your 
face. You are much better off by any measurement when you have 
done that, and that I very strongly believe ought to be done in this 
kind of case. 

Mr. Harris. We cannot be sure that any estimate or prediction 
which we make now is going to turn out precisely 50 years from now, 
can we ¢ 

Mr. Latimer. No. I say if you are too high you run into relatively 
little trouble. If you are too low, there isn’t anything in the world 
you can ever do to avoid the kind of grief that you have now, and 
multiplied 10 times over. 
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Mr. Harris. I can see that very well, and that is one thing we were 
all so careful about, the soundness of the fund. I still feel that way 
about it. LT cannot see though how this is going to jeopardize the fund 
materially. 

Mr. Larrwer. I don’t think it will to the point where it should not 
be done now. 

Mr. Harris. Thank you very much. 


The Cnarmman. It has just occurred to me while you were testi- 
fying, Mr. Latimer, as I recollect the testimony ths at Shes been given 
during this week by others who have been estimating, that there are 


two classes of individuals for whom I have great rs t. First, the 
weather prophet, and second, these prophets as to what conditions 
will be 50 years hence. I have lived long enough to see that weather 
prophets make amistake as to the estimate. I hope I will live long 
enough to find out whether your estimates in 2003 will be correct or 
false. 

Mr. Larimer. I can tell you now if they are correct it will be a 
miracle the like of which hasn’t been seen before. 

The CHatrman. It takes us longer to find out whether you are right 
or wrong than it does with the weather man, for frequently we can 
determine that within a day or two. 

Mr. Larimer. All I can do is add an estimate on the side that will 
do the least harm. 

The CHarrmMan. When you get to a period of 50 years estimating 
what is going to happen, and ‘looking back 50 years and comparing 
the conditions in 1903 with what they are in 1953, I am wondering how 
anybody even has the courage to project himself 50 years ahead to 
2003. T have a great deal of respect for the individual who does it 
with sincerity and with confidence in his judgment. 

Mr. Hesevtton. Mr. Chairman, will you permit an observation ? 

The CHarrman. Certainly. 

Mr. Hesevron. Of course the weather observer has constantly a 
check. Those who project themselves forward to 2003 won’t be around 
to determine whether there were any errors in their calculation, 

The Cuatrman, It is very interesting to me to know whether we will 
be right in 2003. 

Mr. Dolliver? 

Mr. Dotiiver. Unfortunately I have not been able to be here con- 
sistently through the statement of Mr. Latimer because I was called 
out. Soif there is some repetition in my questions pleace call my atten- 
tion to it and I will read it in the record after it is printed. 

I am extremely interested in this subject, and in order that you 
might know, Mr. Latimer, my fundamental philosophy about it, let 
me say that to me this is a matter that is only of interest to the Con- 
gress because this is not public money we are dealing with. This came 
from the railroads and from the employees of the rz ailroads. Virtually 
all of it is from that source. I think that perhaps all of it is from 
that source. 

Mr. Latimer. Not quite. 

Mr. Dotitver. Is that correct? 

Mr. Latimer. No, sir. There is about $250 million that is in for 
military service which was wiped out by the 1951 amendment, for 
which no claim can ever arise, I think. So there has been a general 
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governmental contribution by the back door of about a quarter of a 
billion, 

Mr. Dotutver. That is from the Government, but on account of 
military service 

Mr. Larmn R. Military service that has been cat cele a so to speak. 

Mr. Dotutver. Please explain that. 

Mr. Lis rIMER, The Railr ad Ret irement Act provide for eredit 
for military service at the rate as if the persons were in ra lroad serv 
ice on the assumption of wages of $160 a month for each year of rail 
road service. That credit was extended to ¢ very empiovee who en 
tered military service if he had been in railroad service in the year 
in which he was inducted or in the preceding calendar year. That was 
done back allt World War II on representations w ‘hich I made to 
this committee. and with an estim ite of cost of quite nominal amount. 
We wanted to get some kind of system that would be e asily admin- 
isterable. We hit on this as something which was fairly easily deter 
minable. We went back one calendar year because at the time we 
made the recommendation there were a number of people on layover 
and we don’t want to exclude them from the benefits of the provision. 
Of course the thing changed immediately after World War II began 
with Pearl Harbor, and there were literally hundreds of thousands 
of persons who just went through the railroad industry a day or two 
or the month or two or less than a year or so, and most of them never 
came back to the railroads. Nobody knows whether they did or didn’t. 
Gbuianaks most of them are not there. Most of them will never have 
10 years of service. 

The Congress in that amendment authorized the appropriation 
to the railroad retirement account of amounts equal to what the taxes 
would have been on the salaries if they had been in railroad service. 
That is paid for out of the general treasury. 

Mr. Dotiiver. How much does that amount to at the present time? 

Mr. Latimer. That is well over $300 million. The fifth valuation 
figures, which do not show in report form, but which I have just 
checked for the purpose, indicate that the present value of the future 
payments for military service on the railroad retirement assumptions, 
assuming that there is not a penny offset against that because of receipt 
of veterans’ benefit for the same service, which I think is an excessively 
conservative assumption, would be about $65 or $70 million. You have 
that enormous difference arising out of the service of these other 
people, all of which is no longer creditable under the Railroad Re- 
tirement Act. 

Mr. Dotuiver. Because they don’t serve for 10 years? 

Mr. Latimer. Because they have not and won't. 

Mr. Douutver. So actually the contribution of the Federal Govern- 
ment to the taxpayers has been in excess of $200 million, is that it ? 

Mr. Latimer. I should think it is $250 million. I haven’t the exact 
figure. 

Mr. Dotiiver. That would be the net amount. 

Mr. Latimer. Yes. That is net on the assumption that all of the 
present military service benefits become payable without offset. 

Mr. Dotiiver. Now what approximately are the reserves in the 
railroad retirement fund ¢ 

Mr. Latimer. They run as of the end of March, which I think 
have here, to $3.028 million. 
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Mr. Dotitver. And of that amount, $250 million is the contribution 
of the taxpayers ? 

Mr. Latimer. Roughly that, 

Mr. Dotiiver. The major at tion of this, then, except for the $250 
million, has been contr ee d by the railroad employees, has it not? 

Mr. Latimer. Yes, s 

Mr. Doriver. We ‘Saee had several very lucid and explanatory wit- 
nesses here, including yourself, and the thing that puzzles me is that 
one group of railroad employees whom you represent and another 
group represented by some other people do not agree at all as to what 

should be done in this legislation. The railroad employees are the 
people who are principally interested in this. It leaves a Member of 
Congress, especially this Member of Congress, in a very confused 
position when he finds that the people who are the beneficiaries of this 
fund cannot agree as to what is to be done in this particular legislation. 
As Mr. Harris has pointed out, this bill does not make a great deal of 
difference in the ultimate result of what is going to happen to this 
fund in the year 2003. Would you have any comment to make on those 
differences of opinion? How can I resolve my own thinking on this 
when that divergence of opinion exists among those who are the bene- 
ficiaries? JT would be glad to have your comments. 

Mr. Latimer. I have no way of resolving differences of opinion of 
that character except by reference to principle. To me the principle 
seems quite clear, and that is that these are benefits which railroad 
employees thought they had a right to receive. They thought that 
right was established by an act of Congress. They were told by the 
Railroad Retirement Board, I think with justification—I suppose I 
should be expected to think that—that they had a right and that those 
benefits would be payable for life. 

I quoted here this morning in your absence some statements made 
by the then chairman of the committee when the Railroad Retirement 
Act of 1937 was passed, some statements made by the Railroad Retire- 
ment Board, some statements made by the extremely able group of 
citizens who composed the advisory committee on finance, on social 
security, which all said that these are benefits in which the Congress 
of the United States has given a vested right to those who receive it. 

There are a good many thousands of people who thought they had 
the right to get these benefits for the remainder of their lives and they 
are now being told they haven’t To me that is a matter of principle 
which admits of only one answer. 

Mr. Dottiver. That is the inequity which you see. 

Mr. Larimer. There are large numbers of inequities which have 
flowed from that but the basic condition, what has caused them to 
feel so bitterly about it, is that they feel they have been let down with 
respect to something that, all the things they have never had, they 
thought they could count on. 

Mr. Hesetton. Do you know of any other instances that has brought 
such results as this, from your experience with the act ? 

Mr. Latimer. No, sir. 

Well, Mr. Heselton, I think I should qualify that. I don’t think 
it was as strong as this, but I may be wrong. The elimination of the 
death benefit in the 1946 legislation produced a situation somewhat 
similar to this. They know there was a substitution, and I think I 
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am guilty of that, too. Most of the things that are wrong here I am 
guilty of, except this one. 

‘There was a substitution for the lump-sum death benefit, which 
amounted to a refund of the taxes of the survivor benefits, which, 
of course, are payable in a relatively small amount to the individuals 
who are not survived by either a wife over 65 or a wife with young 
children, or by young childre n, or by parents over 65. 

There were enough men who felt that they had been deprived of 
nsurance on which they had counted to raise quite a storm. I can’t 
compare it with this, but I think there was that one previous situa- 
tion. And you didn’t waste any time in correcting it, I may say. 

Mr. Do.uiver. Now, there is another segment of your testimony 
which troubles me also. You said a moment ago, in answer to the 
question of Mr. Harris, that the only time you get into trouble with 
these pension funds is not when you have too much money but when 
you have too little in reserve; is that correct ? 

Mr. Larrmer. Yes, sir. 

Mr. Dotiiver. Now, you do not mean to say, by your testimony, 
that the enactment of this legislation will not deplete the reserve 
fund to some extent, do you ? 

Mr. Larimer. No, sir. It will undoubtedly deplete it to some 
extent. 

Mr. Doutuiver. It will, undoubtedly ? 

Mr. Latimer. Yes, sir. 

Mr. Dotriver. So that from that standpoint, by passing this legis- 
lation we would be depleting the fund rather than enhancing it? 

Mr. Larroer. My attitude on that, sir, is this: Apart from any 
question of finance, there is a question of equity, it seems to me, and 
justice, and right, which ought to be answered in one way. It makes 
the task which you already “have, of making the retirement act actu- 
arially sound, somewhat harder than it would be if you did not do it. 

But there are more things to making an act actuarially sound than 
raising money for cutting payments axel and there. That is to get 
an acceptance on the part of those who are affected by it. And that 
you do not have. 

Mr. Dotiiver. With respect to this act 

Mr. Latimer. Well, that has created a situation which I think it is 
completely fair to say, certainly as far as the organizations I repre- 
sent, is such that they don’t have confidence in it now and they will 
resist any kind of measures that you take to cut this or that or the 
other thing or to do anything else until they are assured that what 
they thought they had, they have got. And thay are not sure now. 

Mr. Dotuiver. Well, you, so far as I have heard your testimony, 
have no suggestion as to how the depletion of the fund, however small 
it may be, is to be made up. 

The Carman. Just a moment. That came up, I think, while you 
were out of the room; and for reasons that we thought were proper 
we did not insist on the witnesses answering it. 

Mr. Douutver. Very well. 

The CuHatrmMan. But I did make the statement that there was a 
plan in mind that would make it possible for us to ascertain those 
views at a different time. 


34983—53——15 
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Mr. Dotiiver. Very well. I will just simply drop it. And 1 yield 
the floor, Mr. Chairman. 

The CHarrman. Any further questions? 

Mr. Youncer. Just one. 

The Cuarrman. Mr. Younger. 

Mr. Youncer. Do you think any substantial savings can be made in 
the administration by the Board ? 

Mr. Latimer. I don’t think I am competent to answer that ques 
tion because I am not as familiar as I used to be with the operations. 
I would certainly say that you can’t make a savings there that would 
have any remote resemblance to the $7.1 million, so that I don’t think 
you have any lift to be expected. 

Mr. Youncer. That is all. 

The Cuatrman. Anything further, gentlemen ? 

If not, that is all, Mr. Latimer, at this time. I do want to again 
compliment you, as I have so many times, on your appearance before 
this committee, for the excellent help you have been in bringing to 
the attention of the committee those matters that you feel are im- 
portant for the committee to consider. We appreciate the sincerity 
with which you always speak. We value your opinions highly. And 
you have been a great help to us in this matter. 

Mr. Latimer. Thank you, Mr. Chairman. I always am glad of 
the opportunity to appear here, and I have appeared here so often 
that I must say I feel almost at home. 

The Cuarrman. We hope you will always feel that way. 

Mr. Larimer. Thank you, sir. 

(The following comment was submitted by the Railroad Retirement 


Board :) 
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COMMENT BY THE RAILROAD RETIREMENT BOARD ON TESTIMONY BY MurRRAY W. 
LATIMER REGARDING TABLE 2 IN THE STATEMENT PRESENTED BY THE Boarp 


On page 389 of the transcript, Mr. Latimer states: 

“What has been presented here to you in my judgment is grossly misleading. 
In the first place, the totals given to you in the table presented by Mr. Matscheck 
included benefits protected by the savings clause. If you leave out the savings- 
clause benefits, the reductions are substantially more.” 

The reference is to table 2 accompanying the Board’s statement. In that 
table, a separation is made between cases protected by the savings clause 
and those that are not. There were 13,600 cases of the latter type as of De- 
cember 31, 1952—3,100 in which the reduction was equal to the part of the an- 
nuity based on prior service and 10,500 in which it was equal to the amount 
of the old-age benefit. For the entire 18,600 cases, representing 45 percent of 
the total, the data are as follows: 


| | Average combined railroad- | Average 
retirement and social-se- “railroad 
Number curity benefits retirement 
annuity 
based on com- 
Unreduced | Reduced bined service 
i 
Total 13, 600 $159 $127 $125 
Annuitant only 5, 100 115 91 90 
Annuitant and wife 8, 500 1S€ 148 143 


Thus, even where the saving clause was not applied, the average payable on 
December 31, 1952, in combined benefits was greater than the railroad annuity 
that would have been payable if the employee's social-security employment had 
been under the railroad-retirement system. In computing this hypothetical 
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railroad annuity, the liberal assumption is made that ¢ h quarter of ¢ age 
in social-security employment was equivalent to 3 months of railroad service 
A more realistic assumption that a typical employee would have only 1 or 2 
months of service in some quarters would result in even lower figures In th Ss 
column 

Mr. Latimer further testified, on pages 389-392, as follows: 

“Moreover, they tell you only what has occurred to date What has curred 
to date, of course, is the maximum elfect of the new start I s ally 
misleading to say to you that what has happened to date is characteristic of w 
will happen from now on Phat is plainly unqualifiedly false. * 

“This provision has been defended on the ground that even after the reducti 
the total income from the combination of social security and railroad retirement 
will be more than would be payable if the employee remained in railroad ser 


That will be true in some cases, but the maximum effect of that has already bee 

reached because everybody who terminates from now on and who has had 10 years 
of service will, unless he had some service before he came into the railroad 
industry—and there will be some of that but not much—in any event, even fol 
all of those, their benefits under the new start will be reduced because the 
divisor will contain at least 30 months more than the wages that are included 
in the dividend. 

“If they terminate at the end of 53, there will be 36 months included in the 
divisor in excess of the number of months for which service is creditable under 
social security, and so on. 

“So you are being presented with a picture of the maximum effect The most 
favorable interpretation that will ever be placed on that provision is what is 
being given to you now, and not one word has been said about what will happen 
from now on. 

“I say that is misleading, and that you have a right to know what will happen 
from now on. You have not been told that. 1 am telling you that the picture 
which has been given to you is one that is false, and from now on it goes the 
other way.” 

First of all it should be stated that, contrary to Mr. Latimer’s belief, virtually 
none of the cases on the rolls on December 31, 1952, had had the social-security 
“new start” formula applied to them. Consequently, what Mr. Latimer referred 
to as the maximum effect of the new start will not be in evidence until some 
time in the future. 

The Board has prepared a fairly exhaustive set of illustrative examples cover- 
ing almost every type of combination of railroad and social-security employment 
that employees retiring in the future under the dual benefit provisions are likely 
to have. On the basis of these examples, even though it was necessary, for the 
sake of simplicity, to make a number of assumptions favorable to Mr. Latimer’s 
contention, the evidence is overwhelmingly against it In the vast majority of 
the cases, the combined benefits payable under the dual benefit provision will 
exceed the railroad annuity that would be payable if the employee continued in 
railroad service during the period covered by the social-security employment, 
Moreover—and this is not brought out in the table—in those cases in which 
the employee enters social-security employment after retirement on a rail 
road annuity, the latter remains payable during such employment. Not only 
does it remain payable, but, until the employee acquires the requisite number 
of quarters of coverage, it is payable in the full amount. On the other hand, 
if the employee remains under the railroad system instead of going into 
social-security employment, no annuity would be payable at all during that 
additional period. 

Section A of the table illustrates a variety of situations involving an individual 
who leaves railroad employment on reaching age 65 on January 1, 1959, and 
works in social-security employment for 4 years, the minimum necessary to 
qualify for an old-age benefit. The employee is assumed to have 25 or 30 years 
of continuous railroad service at $150, $200, $250, or $300 average monthly com- 
pensation. His earnings in social-security employment are assumed to average 
$100, $200, or $300. The case of an individual with 20 years of continuous rail- 
road service through 1958 is, of course, not shown, since he would have no prior 
service and the dual benefit provision would not be applied in the first place 
The table shows the railroad annuity before and after reduction, the social- 
security benefit, and the combined adjusted benefits. It also shows the bypo 
thetical railroad annuity that would be paid on final retirement if it be assumed 
that the social-security employment were treated as railroad service and com 
bined with the earlier railroad service. Of the 24 situations covered in this 
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section of the table, in only 2 is the combined benefit lower than the hypothetical 
amount that would be payable if the employee had had only railroad service. 
This is apart from the fact that the individual in social-security employment in 
the period 1959-62 receives his full railroad annuity during those 4 years, while 
the employee who continues in railroad employment after age 65 does not receive 
an annuity. 

The 2 situations in which the employee appears to receive less favorable treat- 
ment if he receives dual benefits than if he has railroad service only are the one 
in which the employee htas 25 years of railroad service at $250 followed by 4 
years of social-security employment at $100, and the one in which he has 25 years 
aut $300 followed by 4 at $100. Both situations may be considered rather 
uncommon, but even then the disadvantage of having split service is more ap- 
parent than real. In computing the railroad annuity, the convenient assumption 
is made that the employee’s average railroad earnings before 1937 were the same 
is those after 1936. Normally, of course, the former is much lower. It would 
be more realistic to assume, for example, that an employee with 25 years of rail- 
road service ending in 1958 and a monthly commission of $250 was actually 
earning, say, $150 during his 3 years of prior service. On this assumption, the 
employee’s combined benefits would be $135.40 instead of $131.26 as shown in 
the table, and the comparison would favor the employee with the dual benefits. 

Section B deals with an employee who leaves railroad employment on reaching 
age 65 on January 1, 1964, and works in social-security employment for the 614 
years such an individual would need to qualify for an old-age benefit. The em- 
ployee is assumed to have 30 years of continuous railroad service, since, if he 
had 20 or even 25 years, none of it would be prior and the dual benefit provision 
would not apply. Here there is not a single situation in which the employee 
appears to be worse off for having split his employment. 

There is, of course, no point in illustrating the case in which the employee 
reaches age 65 in 1969 and leaves railroad service for social-security employment, 
since, if his railroad service were continuous through 1968 he could not have any 
prior service credits and the dual-benefit provision would not apply. 

Sections C and D differ from A and B, respectively, in that the employee in 
each case is assumed to leave railroad service before reaching age 65 in time 
to allow him to obtain the minimum necessary number of quarters of coverage 
by the time he finally retires at age 65. A total of 60 situations are illustrated 
in these sections. Only 8 turn out to be less favorable to split employment as 
compared to continued railroad employment, but these are perhaps the most 
uncommon: 7 involve an employee with earnings of only $100 a month while in 
social-security employment and 1 an employee who earned $300 a month through- 
out 25 years of railroad employment. But even for these 8 situations, the com- 
parison could still favor the dual benefit employee if more realistic assumptions 
were made. Consider, for example, the employee in section D who has 25 years 
of railroad service at $200 and 6% vears of social-security employment at $100. 
His combined benefits are given as $114.44 and the hypothetical annuity that 
would be payable if the 644 years were additional railroad service as $115.23. If 
the realistic assumption were made, however, that an employee with a $200 aver- 
uge over 25 years ending in 1957 was averaging, say, $100 before 1937, we find 
that the combined benefits become $120.80 and the hypothetical annuity $117.30. 
Again we find that there is no disadvantage suffered by the employee because 
of his dual coverage. 

Sections E and F consider an employee who retires from railroad service on 
reaching age 65 on January 1 of the years 1959 and 1964, respectively. but who, 
during the war years, had acquired enough social-security credits to enable him 
to retire on 2 benefits at age 65. Of the 60 combinations of dual employment 
illustrated in these sections, 20 are unfavorable to the dual beneficiary. As before, 
these 20 tend to be the less likely situations, and almost all of them would turn 
out to be more favorable to the dual beneficiary if more realistic assumptions 
were made as to the relationship between prior and subsequent railroad earnings. 

Much point was made at the hearings of the employees in the passenger service 
of the Pacific Electric who will henceforth be under social security rather than 
railroad coverage. The assertion was made that these individuals are forfeiting 
valuable railroad credits and that the dual benefits they will ultimately receive 
(considering only those who already have 10 years of railroad service) will be 
less than the railroad annuity they would qualify for if the Pacific Electric were 
to continue under railroad coverage. Section G has therefore been designed to 
illustrate of an employee who leaves railroad employment at the end of 1953 and 
thereafter works under social-security coverage until he reaches age 65 on Jan- 








RAILROAD RETIREMENT ACT 225 


uary 1, 1969. Of the 36 situations covered, only 12 are more favorable to Mr 
Latimer’s contention, all of them involving employees who can be assumed to earn 
$300 a month throughout their social-security employment. Even here, a varia 
tion of the assumption to a more realistic basis can change the situation. Con 
sider, for example, the employee with 25 years of railroad service at an average 
of $150 and 15 years of social-security employment at $300. Lf we assume that 
his 8 vears of prior railroad service were at an average of $75, the figures in the 
last 2 columns become $148.57 and $149.73, instead of $159.61 and $164.91, re 
spectively, giving the employee who stays in railroad service an advantage of 
only $1.16 instead of $5.30 as shown in the table 
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Average earnings 1 1 ’ . 
while workin Railr ad I 1 } 
unl 
Years of railroad service befor I 
sot reduc Sy 
Railroad | rity tior Railroad | oourits ta vice 
A. Railroa ri throug! 
1958. Social-secur er 
ployment 1959-42 A ge 
65 on Jan. 1, 1959 
2 3 prior $150 £100 SNH, 25 & () $0 00 £10 “ eq ) 
200 86, 2 74. 00 sf) 119 ( % 
{O00} 86. 25 75. WO 5 00 130.9 
200 100 103. 5O ¥1. 08 25. 00 116.08 114 { 
200 103. 91. O08 16, 30 12 s 20). OF 
00 103. 50 91. OS 5 Oo ti » 9 
250 oo 120. 75 106. 26 25. 00 l 2t 131 ) 
200 20. 75 106. 26 36. 30 142. i 137. 31 
300 120. 75 106. 26 55. 00 161. 2¢ 142. 83 
300 100 138. 00 21. 44 25. 00 146. 44 149. 04 
200 138. 00 121. 44 36. 30 157. 74 154. St 
{00 138, Of 21.44 55. 00 176. 44 60. OR 
30 (8 prior 150 100 103. 50 78. 50 25. 00 103. 50 99. 3¢ 
200 103. A 75. 9O 0 113. 20 ( ” 
00 103. 50 75. 90 ft 0, 4 x 
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w;0 144. 90 06, 26 5. 00 lt 2t 4,. tt 
400 100 165, 60 10). (4 25. 00 H5. 60 1 
200 165. 60 20. 30 6. 3 f 60 ON 
100 165, 60 121. 44 5. OK 76. 44 H5, 6 
B. Railroad service through 
1963. Social-security em- 
ployment 1964-70. Age 
65 on Jan. 1, 1964 
30 (3 prior neseessee 150 100 103. 50 93.15 25, 0 118 110. 47 
2M 103. 50 93.15 ; 0 120. 4 121. 85 
100 103. 50 93. 1 5.00 148.15 0. 95 
200 100 124. 20 l 7S 25. 00 6. 78 1. 66 
200 124. 20 111.78 36. 30 148. OR 40. 7¢ 
300 124. 20 111. 78 5 00 L6é s 149. SE 
250 100 144. 90 130. 41 25. 00 ( 
200 144. Of 130. 41 36, 3H 0. 67 
300 144. 90 130. 41 55. 00 
300 100 165. 60 149. 04 25. 00 
200 165. 60 149. 04 36. 30 
300 165. 60 149. 04 55. 00 204. 04 
C. Railroad service to Dee. 31, | 
1954. Social security em- 
ployment, 1955-58 A oe 
65 on Jan. 1, 
20 (2 prior 150 100 69. 00 62. 10 27. 50 89. 60 78. 66 
200 69. 00 62 10 55. 00 117.10 85. 56 
300 69. 00 62. 10 124. 60 91. OR 
200 100 82. 80 74. 52 102. 02 13. 84 
200 &2. 80 74. 52 55 00 129. 52 99. 36 
300 82. 80 74. 52 137. 02 104. 88 
250 100 96. 60 ROH. 04 114. 44 107. 64 
200 96. 60 86. 04 55. 00 141. 04 113. 16 
00 96. 60 86H, O4 62. 50 149. 44 118. 6S 
300 100 110. 40 99. 36 27. 50 126. 86 121. 44 
200 110. 40 99. 36 55. 00 154. 36 126. 96 


300 110. 40 99. 36 62. 50 161. 86 132. 48 








226 RAILROAD 


Effect of dual-benefit provision 


tire combinations of rail 











4 
r ’ 
I 
‘ , 
’ 
prior 1) 
© 
D. I I 1 servic thro 
ine 1957 Social sec 
I oy me Jul 
] Dec ber 19¢ 
\ } 1, 1964 
{ () 
“M 
200 
30 
( s469 Dp wr) 150 
' 4) 
art) 
0 
E. Railroad service through 
1940. Social security em- 
ployment 1941-44 Rail- 
road service 1945-58, Age 
f i 1, 1959 
20 (2 prior) 150 
200 
0) 
00 
25 (7 prior 150 
200 





SO 





100 


200) 


300 
100 
200 


300 


100 


200 


300 


100 


300 


100 
200) 


300 
100 


300 


emplover 


security employ 














lected 
Continued 





Tot 
$x9. 60 
4 Oi 
\ ( 
“) 
i 
144. 44 
1¢ MO) 
17.10 
24. 00 
194 9 
24. 2 
12 2 
137. 02 
144. 90 
144. 
40. 44 
lf ) 
65. 60 
19.9 
114.44 
141.04 
14 44 
128. 93 
168. 93 
142 4 
4. 4 





165. 60 
170. 92 
178. 42 


94. 00 


104. 70 
109. 90 
99. 52 
110. 22 
115. 42 
111. 94 
122. 64 
127. 84 
124, 3¢ 
135. OF 
140. 2¢ 
94. 00 
104. 70 
109. 90 
103. 50 
110, 22 


115. 42 


SO 
91 
93 
YQ 
104 
107 
113 
118 
21 
126 
132 
95. 
102 
108 


114. { 


120 
oR 


“0. 


illustra- 





ob 


64 


96 


91 
81 
33 


06 
58 


RAILROAD RETIREMENT A¢ 227 














! vi ‘ ae det b 
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Am a rkit tailroad | I ' 
Y irs of railr ud ser t t 
Railroad | "0° tion tail 
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940. Social security « 
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1964 
2 416 prior $150 1M Sf 2.4 95. #0 OR. ( ‘ 
20) RH, 2 72.4 13. 50 ] iF 07. OS 
$00 Rf}, 2 2.4 6. 60 19.0 6.9 
200 OO 0 st 44 ( 9 
AW) If ( st ' ( 1 
y l ' ; 4 
250 00 20. 7 13 9 0 7. 0 { 
200 20 { 144, 93 } 
iM 120. 7 1.4 {8 49 4 
300 100 aR. OO 115. 92 25. 141. 52 17. Gf 
200 138. 00 115. 92 43 1459, 42 f 
300 8. OK 2 46. ¢ 9 52 65. € 
30 (914 prior 150 1 03. 50 7 ) Qh. ¢ ( 0 i 
iv ( 72 | 5 oO 17 QR 
oo 103 7 | 4 ao 119 t ’ 
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1M) 4, 20) RH, O4 13 ! 14 124.9 
300) 124. 2¢ RA. O4 16, 6 133. 54 
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200) 144, 1. 43 ' 0 144. 93 10.4 
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0) 165. 60 122.10 $3. 50 65. 60 56. 6 
300 165. 60 l 00 46, 60 165. 6 f 
G. Railroad service through 
Dec. 31, 1953 Social 
security employment Jan 
1, 1954 through Dee. 31 
1968 Age 65 on Jan. 1 
1969 
20 (3 prior) 150 100 69. s 6 13 4.8 
20K 69. 00 &. 6 12 
300 69. 09 Rf 77. 0 l 1 141.4 
~My 100 82.8 70. 38 45. 7¢ 116. 08 111. 78 
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30h 82.5 0). 38 i ) 147. 88 143. 18 
250 100 O68. f R211 45 70 127.81 ) 
aK 96. 60 211 64. 90 147. 01 144. 2 
3K 1. OO 2 l i ‘ 159. 61 164.9 
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Effect of dual-benefit provision on annuities to employee with selected illustra- 
tire combinations of rail and social-security employment—Continued 
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, Railroad Benefits after reduction Railroad 
i annuity annuity 
Years of railroad service before based on 
Social reduc- Social Bs combined 
Railroad | . ah tion Railroad | oceyrity rotal service 
G. Railroad service throug} 
Dec. 31, 1953—Continued 
30 (13 prior 150 $100 $103. 5 S58. 65 $45. 70 $104. 35 $94. 87 
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a0 100 124, 20 78. 50 45.70 124. 20 111. 78 
200 124. 20 70. 38 64. 90 135. 28 132. 48 
300 124. 20 70, 38 77. 50 147.88 153. 18 
250 100 144. 90 99. 20 45.70 144. 90 123. 51 
200 144. 90 82.11 64. 50 147. 01 144. 21 
300 144. 90 §2. 11 77. 50 159. 61 164. 91 
300 100 165. 60 119. 90 45.70 165. 60 135. 24 
200 165. 60 100. 70 64. 90 165. 60 155.04 
300 165. 60 93. 84 77. 50 171. 34 176. 64 


(The following letter was later received from Mr. Latimer: ) 


JUNE 30, 1953. 
Hon. CuarRLes A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Re prese ntatives, Washington 25, D.C. 


Dear Mr. WoLverton: Thank you for the opportunity of examining the com- 
ment of the Railroad Retirement Board on my statement at the hearings on 
H. R. 356. Since this statement seems designed further to confuse the committee, 
some elaboration on my part seems appropriate. 


The Board statement takes exception to three comments of mine. The first of 
these statements was that “In the first place, the totals given to you in the table 
presented by Mr. Matscheck include benefits protected by the savings clause. 
If you leave out the savings-clause benefits, the reductions are substantially 
more.” In making this statement I had noticed that table 2 of the Board’s state- 
ment showed an overall reduction in the railroad annuity by operation of the 
social-security offset provision of $27 per month. Examination indicated further 
that omission of the cases in which the savings clause had operated changed the 
$27 to $32, an increase of about 18% percent. A similar calculation showed that 
omission of the savings-clause cases had increased the reduction applicable to 
annuitants without eligible wives by 20 percent, from $20 to $24. Presumably on 
the theory that I am unable to perform simple arithmetic calculations, the Board 
now shows these same differences in tabular form. I characterized them as sub- 
stantial; I see no reason to change the label. I am, however, agreeable to leave 
to those affected whether a change of 20 percent in the amount of the social- 
security reduction is “substantial.” 

In addition to the tabulation, the reply of the Railroad Retirement Board is, in 
effect, that the annuity after the reduction is greater than what is called the 
average railroad retirement annuity based on combined service. That is to 
say, if there were a law, which to my knowledge no one has proposed, which 
somehow (i) eliminated the Social Security Act for those employees who had left 
the railroad industry and were engaged in nonrailroad occupations, and instead 
(ii) continued Railroad Retirement Act coverage for such persons, the annuity 
under such theoretical set of circumstances would be less than the sum of social 
security and the reduced railroad annuity under existing law. There is one 
situation in which such a theoretical caleulation might be appropriate—where 
jobs formerly covered by the Railroad Retirement Act, by a change of external 
organization only, are transferred to social security. But that involves a dif- 
ferent point, on which I shall comment later. Apart from that situation, the 
calculation serves only to obscure the issue by introducing irrelevancies. 
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The second objection raised by the Bonrd relates to my statement that the 
Board’s tables presented only the present situation and that the future situation 
will become worse, 

Although I refer in my statement to the “maximum effect” of the new start, I 
did not intend this to constitute the whole explanation As my statement makes 
very clear, I was concerned primarily with reductions and not with alleged and 
e facts as to what the reductions will 
be I took as my premise the estimate made by the Board that the average reduc 
tion by reason of the operation of the social-security offset would be $11 million 
in the first 10 years, $15 million in the second 10, and S89 million in the third 10. 
The annual reductions as of the end of 1952, according to the Board’s table 2, 
would be $9,785,000. Thus, assuming the Board correct, the average during the 
10 years ending (since the estimate was made in 1952) in 1961 will be 18 percent 
higher than the initial level. The estimates indicate an increase in the social 
security deductions for perhaps 12 to 14 years, followed by a decline steeper than 


theoretical compensatory factors. For 1 





the rist Thus the peak must be substantially higher than $15 million in order 


to conform to the Board's estimates. A peak in 1965, 7H percent above 1952 
would be consistent with the Board’s estimate. There is no indication that the 
Board repudiates the estimate For the main burden of my thesis, it is not a 
matter of first importance whether the social-security deductions are spread over 
a greater or smaller number of persons And it is important to the Board only 
because the Board appears to believe that under a situation that does not exist, 
the retirement income of former rail 

The main question concerned in ascertaining whether the average soc 
security deduction will increase or decrease is whether the number of annuitants 
affected will increase between 1952 and 1965 by more or less than 75 percent. 

My reasons for thinking the number of annuitants affected by the reductions 
would increase less than 75 percent are (1) the opportunities for fresh employ 
ment of older workers have been extraordinarily good in the past few years and 
are not likely to continue indefinitely; (2) the Railroad Retirement Board projec- 
tion of social-security reductions was made before the fifth valuation standards 
were formulated. The fourth valuation projection of employment and payrolls 
assumed a substantial depression beginning in 1958; and (3) the number of annu- 
ities to be awarded to the inactive group is not likely to rise appreciably. It is 
the out-of-service group who might benefit most from social security. 

The Railroad Retirement Board's statement does not examine the basic factors 
and gives no indication of a realization of the connection between its projection 
of savings and the average reduction. Instead the Board has made to order “a 
fairly exhaustive set of illustrative examples covering almost every type of com- 
bination of railroad and social-security employment that employees retiring in 
the future under the dual benefit provisions are likely to have.” There are 192 
such illustrations or “situations”; they are peculiar in that not one is based on an 
actual case. This leads me to digress on a rather strange aspect of the Board’s 
testimony. There must be some 220,000 or 230,000 annuitants who are 65 years 
of age or over (the distribution of annuitants by age has not been published for 
any date since December 81, 1950). The report to the committee was based on 
an examination of 1 percent of these cases. The examination of the 1 percent 
revealed 302 cases in which the social-security offset was applicable. 

For a population as large as railroad annuitants over 65, a 1 percent sample 
might give reasonable results with respect to a single characteristic if conditions 
were such that a random selection was possible. The Board’s statement makes 
no mention of how the sample was selected, but in view of the intensive activity 
of the Board’s files in relation to the particular aspect under investigation, it 
seems hardly likely that the conditions necessary for random selection could have 
existed. If the conditions of random selection were present, the chances were 
about 2 out of 3 that the actual number of cases would lie within the range of 
about 280 to 322, which expanded means a range of from 28,000 to 32,000. With 
out the conditions of random selection present, however, it is impossible to say 
within what limits the actual figures lie. 

The reliability of the subdivisions is, of conrse, much less than the total. 
For example, the expanded sample indicates that 1,400 annuitants and wives 
had social-security reductions equal to that part of the annuity based on prior 
service. Even assuming perfect conditions of selection, there is a 1-in-3 chance 
that the actual number having these characteristics is either less than 600 or 
more than 2,200. Thus even if the conditions of selection were perfect, the 
number of cases, 302, is much too small to warrant conclusions as to the internal 


road employees would be less than it now 
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composition of the sample. For measuring amounts of annuity before and after 
reduction for social security, the sample is less reliable than for numbers of 
annuitants affected. In view of the fact that the conditions under which the 
work was performed were such that no record of action has been maintained, 
and that information is available only on a sample basis, it would have been a 
greater service to the committee if the Board, rather than creating “situations,’ 
had examined its records to find out whether the samples thus far taken have 
been reliable and whether what has been presented to the committee as “fact” 
is that or something else. 

The “situations” invented by the Board have certain peculiarities. Although 
it is said that they are fairly exhaustive, not a single “situation” relates to 
employees or annuitants who will attain age 65 in the 6 years 1953 to 1958, 
inclusive. 

In the postwar period the number of railroad employees in service attaining 
age 65 has ranged from a low of 22,400 in 19249 to 24,900 in 1946 (Board’s Monthly 
Review, April 1953, p. 65). The exposure of employees at 65 having 10 or more 


years of service is shown for the years 1948 to 1950 on page 32 of the Fifth 
Actuarial Valuation. The average for the 3 years was about 18,400. It seems 


reasonable to expect that the numbers attaining age 65 in the 6 years omitted 
by the Board will not average less than the postwar minimum, and that the 
number of those having 10 years or more of service at 65 will average about 
18,000. 

From October 1251 to the end of 1952 about 97 percent of all retiring employees 
had prior service. The proportion having prior service will decline in the future, 
but the number reaching 65 in the years 1953-58 who will have 10 or more years 
of credited service, part of which is prior, will certainly not be less than 16,500. 
All of these the Board overlooks ; “exhaustive” is obviously used by the Board in 
a sense not hitherto known to the language. 

Second, all the “situations” are presented as having equal weight. Thus in 
section A of the Board’s tabulation there are two sets of “situations,” both re- 
lating to an employee who, on January 1, 1951, was 57 years of age; 1 situation 
assumes 3, the other 8, years of creditable prior service on January 1, 1959, 
In the census of December 31, 1950, on which the fifth valuation was based, 
there were 11 “cells” (a cell is an age-length-of-service classification) containing 
employees 57 years of age who could have had creditable prior service. Using 
the valuation assumptions as to service in the calendar years 1951 through 
1958, the average creditable prior service of employees in these cells on January 
1, 1959, would be 8.65 years. In only 2 of the 11 cells (containing only 1% per- 
cent of the employees) would average prior service on January 1, 1959, be less 
than 3 years. The Board has invented situations in which creditable prior serv- 
ice on January 1, 1959, will be either 8 or 3 years. In the set of situations as- 
suming 3 years of prior service the average reduction is $13.46; for the 8-year 
prior service “situation” the reduction is $31.21. There will be many more 10- 
year, and probably as many 15-year, than 3-year situations. These situations, 
less favorable to the Board’s contentions, are ignored. 

The various combinations of railroad and social-security earnings are given 
equal weight. Clearly this is not correct; reference to actual combinations would 
be useful. But the Board prefers the invention of statistical thimblerigs to the 
labor of analysis, even of the 1 percent variety. Nothing whatever is proved by 
these tabulations. I could make up many more showing a variety of reductions, 
combinations and what-have-you. But I can think of no good reason to add to the 
paper already wasted by the Board's tabulations. 


III 


The third objection to my statement has to do with my contention that the 
social-security offset is particularly unfair to those who, because of a change 
in external factors and without any change in their jobs, are covered by social 
security. The Board’s answer takes the usual tabular form. The transfer to 
which I referred specifically—Pacific Electric—will develop in 1953. There will 
probably be transferred employees retiring in each year from now on: but all the 
Board's situations relate to men of a single age: 491% on July 1, 1953. Presum- 
ably nobody over 50 counts. The Board asserts that although their assumptions, 
for the sake of simplicity, are unrealistic and “favorable” to my contention, only 
in one-third of the “situations” are my “contentions” sustained. My contention 
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did not have any reference to what will happen in 1969, My concern was with 
the nearer and more important future. Tor the near future, my contention is 
not even challenged by the Board, And it is the men who must live in retirement 
in the near future and not half a generation hence who are, I am sure, the 
primary concern of those members of the Congress who are concerned about the 
effects of the social-security offset. Such a concern is right and proper, and I 
hope that it will bear fruit soon. 
Sincerely yours, 
Murray W. LATIMER. 

The CHairman. Now, we have two witnesses remaining. We have 
the lady from Nashville, concerning Tennessee, about whom Mr. lake 
has spoken to me, Mrs. Edythe Whitley, who 1s secretary-treasurer of 
the Tennessee Railroad Pensioners. 

Mrs. Whitley, we would appreciate it if you would make your 
remarks just as brief as it is possible to do and yet give us the benefit 
of your thought and your interest in this matter, because we have 
another individual here who has come a long distance and has waited 
patiently to be heard, and we wish to give him that opportunity. 


STATEMENT OF MRS. EDYTHE WHITLEY, NASHVILLE, TENN., AP- 
PEARING ON BEHALF OF TENNESSEE RAILROAD PENSIONERS 


Mrs. Wurritey. Mr. Chairman, I will try to omit a great portion of 
my testimony, which I have filed, and which will become a matter of 
record, and just hit some highlights, under the circumstances. 

I want to say that I do represent the Tennessee Railroad Pensioners. 
It is an organization of around 350 to 500 railroad pensioners, annul 
tants, spouses, widows, survivors, those who receive under the provi- 
eee the Railroad Retirement Act, as amended. 

First, permit me toe xpress to the Members of the Congress through 
this conioatets e, appreciation from each and every member of the Ten 
nessee Railroad Pensioners in granting an increase of 20 percent in 

1949, 15 percent in 1951, and the unexpected spouse provision of 1951. 
Without these increases, they could not have survived. 

Tennessee Railroad Pensioners are not asking for another increase 
in their monthly annuities. They only wish to protect and make secure 
their present status with just provisions. They ask only to be given 
what they feel they paid for. They ask only that the funds created by 
railroad retirement be secured for maintenance and support of co 
who paid in to create that fund; that such connections as provided in 
the 1951 amendment to the Railroad Retirement Act be stricken there 
from; that the Railroad Retirement Act and social security be kept 
separate and apart. 

Unlike the present generation of railroad workers, with modern ma- 
chinery, these men did their work with strength of back and hands of 
steel and hard labor, which the young men of today know little or 
nothing about. They are men who railroaded when it took not too 
much education but an extra amount of back strength and physical en- 
durance. They are men who labored before a 16. hour law was ever 
heard of, before 8 hours was considered a day, and not 6 and not 5 but 
7 days was considered a week, without paid vacation, in their day. 
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These are men who have in most cases served 30 to 50 years on the 
reilroad, although eligible for retirement, men who served, many of 
them, through World War II, and a few who have continued during the 
Korean conflict until physical necessity forced them to retire. 

I have with me two that the dual clause has affected. Their cases 
you will find attached to my statement. 

l am going to a on down, to save time. 

The Cuarman. I want you to know that your entire statement will 
be made : a part of the record. 

Mrs. Wuirtry. Thank you, sir. 

The CHatrrman. So you may fee] free to shorten it wherever pos- 

ible, 

Mrs. Wurriey. I have here a letter from the Railroad Retirement 
Board, which I will not take time to read, but which you will see gives 
certain statistics but did not give certain information that we did ask 
for at that time. 

The members of the Tennessee Railroad Pensioners rm — 2to 1 
affected under the dual benefit. There are about 2 out of each 3 that 
ire sub ‘i ctLto the »re duct ion or are being reduced because they m other 
work and then did qualify under social security. Some of them were 
told the J had to quit thei jobs and apply, or their railroad annuities 
would ] have been withhe id. And, of course, they couldn’t vet the social 

urity until they did apply for it. 

While a man is working, the labor organizations do support him, 
because he pay Ss assessments and SO forth. I wouldn't be here today if 
the pensioners or the annuitants, as one group is called and the other 
group is called, I wouldn’t be here before you, if they had real repre- 
sentation among those groups. But they do not. About 99 percent 
of those members who are members of the Tennessee Railroad Pen- 
sioners are members also of some either operating or nonoperating 
labor organizations. We include them all. 

We do not keep out race, creed, or color in our organization. We 
have all types in it, from the trackwalker right on up. 

We feel that in order to give you time I should not go into very much 
of it, because it will all be in the record, but I am just going to close by 
saying this, Mr. Chairman. The men do feel that the »y have been un- 
justly treated in these deductions. I have talked to every member, 
of the 400, and I haven’t found a man who doesn’t feel that it was 
unjust ° 

Now, I am including in that 400, when I make that statement, those 
who have received the deduction and those who were not affected. 
All feel the same way. 

So that is the whole story. It is their message to you. Please give 
them what they feel they are entitled to. 

That is all that I will take up your time to say. And I want to thank 
you very much. I have a few samples on the back of separate cases or 
individual cases, which will explain just exactly what has happened in 
those cases. 

The Crarmman. Any questions? 

Mr. Harris. Mr. Chairman, I think it would be appropriate to say 
to Mrs. Whitley that she has a very able Member of Congress, Mr. 
Priest, who is a member of this committee, who is highly respec ted and 
well thought of in this Congress, and he has been quite interested in 
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your appearance before this committee, expressing your views ane 


halt of the people you 


gciving the information you wish us to have on b 
represent. He regrets he was not able to be here with you 


Mrs. Wuirtey. Thank you, Mr. Harris. I want to say Tennesse: 


feels equally as proud of the Congressman, if not more so. Everybody 


loves him down there. Thank you. 
The CitArman. Mrs. Whitley, we thank you for your att ce 
before this committee and the testimor \ that you have submitted. | 


have had opportunity to examine rather carefully the statement which 
you have presented in connection with the matter, and I wish to say 
that it is one of the best that has been pre sented to the committee dur 
ing these hearings. 

It covers the situation in a very splendid, logical, and full way, and 
I think you are to be complimented upon the statement that you have 
made. [I reiterate what has already been said by Mr. Harris. Mr. 
Priest, your Member of Congress, regretted very much that it was 
necessary for him to leave. He had expected that you would have been 
heard earlier in the session than you were, and he had made a previous 
engagement that required him to be away just at this time. But I am 
certain that he will have the same pride in your statement that I have 
tried to express as my feeling toward it. 

We thank you. 

Mrs. Wuirtey. Thank you very much. 

(The prepared statement of Mrs. Whitley follows :) 


STATEMENT OF Mrs. EpytHe WHirtey, NASHVILLE, TENN., WHo Serves as Rep 
RESENTATIVE OF THE TENNESSEE RAILROAD PENSIONERS AND ACTS AS THEIR 
SECRETARY-TREASURER, WITHOUT COMPENSATION 


To the honorable Members of the United States House of Representatives 
the Committee on Interstate and Foreign Commerce 

As the authorized representative for the Tennessee Railroad Pensioners, an 
organization sponsored and operated by some 350 to 400 railroad pensioners, 
annuitants, spouses, widows, and survivors, who receive under the provisions 
of the Railroad Retirement Act as amended, I bring, to you, certain information 
against the dual-benefit plan before you. 

First, permit me to express to the Members of the Congress through this 
committee, appreciation from each and every member of the Tennessee Railroad 
Pensioners in granting an increase of 20 percent in 1949, 15 percent in 1951, and, 
the spouse provision of 1951. Without these increases they could not have 
survived. 

The Tennessee Railroad Pensioners are not asking for another increase in 
their monthly annuities. They only wish to protect and make secure their 
present status with just provisions. They ask only to be given what they paid 
for. They ask only that the funds created by the railroad retirement be secured 
for maintenance and support of those who paid into create that fund: that 
such connections as provided in the 1951 amendment to the Railroad Retirement 
Act be stricken therefrom; that the railroad retirement and the social security 
be kept separate and apart in every respect. 

The members of the Tennessee Railroad Pensioners are men with families, 
who made the great American railroad system what it is today. Many of these 
men are disabled (yes, even bedridden) from the hard work, the exposure to 
all kinds of weather and the physical backbreaking labor rendered to build 
the railroads. 

Unlike the present generation of railroad workers with modern machinery, 
these men did with strength of back, and hands of steel, the hard labor, which 
the young men of today know little or nothing about; men who railroaded when 
it took not too much education, but an extra amount of back strength and 
physical endurance. 
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They are men who lived and lahored before a 16-hour law was ever heard 
of—yes, before 8 hours was considered a day’s work—and, whenn ot 5 and not 6 
days, but 7 days, was a week, without paid vacations. 

Men who have in most cases served 30 to 50 years on the railroad. Many, 
although eligible for retirement, served through World War II, and a few 
who have continued during the Korean conflict until physical necessity forced 
retirement 

And you ask, “Are they soldiers?’ Let me answer, “As much a soldier as 
the youths of 18 or 20 who now shoulder the guns or fly the planes over Korean 
hattlefields at this very moment.” 

Attached hereto are a few samples of what the 1951 amendments to the rail- 
road retirement have done to the retired railroad worker. 

Look at some of them; they sit before you at this moment, they look you in 
the eve; they may not be statesmen or orators, speaking to you, but they are 

istening and thinking. If you could but know what is in their hearts and 
minds at this very moment. 

A blind man sees through touch, hearing, and sound—an aged person feels 
from the electrons floating through the air, the rights and wrongs, the justices 
and the injustices. 

I do not see how big-business men expect to look their Creator face to face, 
on the judgment day, and claim justification for any of the acts brought upon 
the aged and helpless, which they have had the unjust courage to sponsor. 

As a railroad employee, one contributes regularly toward the support of the 
railroad retirement system which provides, as he thought, for their protection 
against old age and permanent disability, and the family with protection in 
the event of his death. 


ANNUITIES UNDER THE RAILROAD RETIREMENT ACT 


Annuities under the Railroad Retirement Act must be reduced under certain 
conditions to offset, in whole or in part, benefits which persons are receiving, 
or would be entitled to receive upon application, under the Social Security Act; 
so says the administrative branch of the Railroad Retirement Act. 

These benefits were increased by the Social Security Act amendments of 
1951, and the increased amounts must be taken into account in the payment of 
railroad retirement annuities beginning with September 1952. Also from the 
Railroad Retirement Board's statements. 

Let me quote a letter, dated March 13, 1953, signed by Mr. Gerald J. Glass, 
chief information service, the United States Railroad Retirement Board: 


NASHVILLE 4, TENN. 
“Miss EpyTHE WHITLEY, 
Secretary-Treasurer, Tennessee Railroad Pensioners. 

“Dear Miss WuirtLey: In reply to your inquiry of March 6, there were 267,000 
railroad annuitants, 5,000 pensioners, 88,000 spouses, and 153,000 survivors on 
the Board’s monthly benefit rolls at the end of January 1953. The amount 
n the reserve fund on the same date was §$2,951,900,000. Administrative ex- 
nenses for the first 7 months of the current fiscal year (July 1952-—January 1953) 
averaged $514,000 a month. There are 2,200 persons employed by the Railroad 
Retirement Board at the present time; but, of the total time worked by these 
employees, only 54 percent is charged to the administration of the Railroad 
Retirement Act: the remainder is devoted to the administration of the Railroad 
Unemployment Insurance Act. 

“Very truly yours, 
“GERALD J. GLASS, 
Chief, Information Service.” 


The Board was requested for certain other information such as (1) How much 
of the railroad retirement fund has been transferred to social security under 
the 1951 amendment? (2) How much more is required to pay monthly benefits 
since the 1951 amendments, than was required before said amendments? (3) 
How many beneficiaries under railroad retirement before 1951 amendments and 
how many before that same amendment? 

As you see gentlemen, there are no answers to these questions given in the letter. 


RESTRICTIONS AGAINST DUAL BENEFITS 


In 1951 amendments placed a restriction on the amount of benefits payable to 
employees who are entitled to old-age benefits under the social-security system, if 
their railroad credits included service before 1937. 
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When the restrictions against dual benefit is applicable, the amount of the 
railroad benefits will be reduced by the amount of the social security benefit, but 
not below what the employee would receive on the basis of his railroad service 
after 1936 only. If a wife’s benefit is also payable, that benefit is computed on the 
amount of the employee’s annuity after reduction. 

In the case of an employee who was receiving, or was entitled to receive, an 
annuity on October 29, 1951, the day before the amendments were approved, the 
total payable to him and his family under both systems may never be reduced 
below the total on that date. 

nder the 1951 amendment if an employee has less than 10 years (120 months) 
of service, he will not qualify for benefit under the Railroad Retirement Act. 
When he is ready to retire, his railroad credits will be transferred to the Social 
Security Administration. 

This last provision certainly puts the railroad retirement and the social 
security together. It was one foot in the door and an inroad to the problem of 
today—That one clause was a victory for the railroads 

Now let’s see, how employment affects retirement or survivor benefits. The 
Railroad Retirement Board states it receives numerous inquiries from bene- 
ficiaries under the Railroad Retirement Act about the effect of employment of 
self-employment on their benefits. This has been especialiy true since the law 
was changed in 1951. Since this is such an important subject to all beneficiaries, 
the Board lists the important points to remember in connection with employment 
after a retirement or survivor benefit becomes payable. 


1. An employee annuity—whether age or disability—cannot be paid for any 
month in which the retired employee works for a railroad or for the last person 
or company for which he worked before his annuity bega Also, if a disabled 


annuitant who is not yet age 65 earns more than $75 a month in any kind of 
employment or self-employment for 6 consecutive months, his annuity is stopped 
at the end of the sixth month. Of course, it may be stopped at any time before 
age 65 if the employee recovers from his disability 

2. Retired employees who are drawing pensions, as distinguished from em- 
ployee annuities, are not restricted as to the type of work they may do or as to 
the amount of money they may earn. (Pensioners are those retired employees 
who were taken over from the private pension rolis of the railroads in 1937). 

3. A wife’s annuity is not paid for any month for which the employee’s annuity 
is withheld because he is working. Also, a wife cannot be paid for any month 
in Which she herself works for a railroad or for her last non-railroad employer 

4. A survivor annuity cannot be paid for any month in whie h the beneficiary 
works in, employment or self-employment covered by the Social Security Act and 
earns more than $75, or for any month in which he works for a railroad regard 
less of how much he earns. 


LABOR ORGANIZATIONS VS. ANNUITANTS 


May I say here—all due respects to the brotherhoods or unions—99 percent 
of the members of the Tennessee Railroad pensioners were, while working 
members of one or more of the organized labor groups. Had it not been for 
the labor organizations there would be no retirement system; no 16-hour law; 
no 5- or 6-day week; no paid vacations, and so on and on. 

They have done a good job for the worker, but, they cannot understand the 
problems of the retired, until they join the ranks. 

While a man or woman is workinng for the railroad and is a member of a 
labor organization, paying dues and assessments—a large portion of which goes 
to pay a representative—that labor organization is under obligation to get every 
benefit possible for that member 

But, when that same man goes on retirement and is no longer a paying mem- 
ber of a labor organization—who represents him? The answer is, “no one.” 
Oh, yes, these same organizations promise this and that. It sounds good, but, 
in reality it is just bargaining material for them at the bargain table. If you 
will follow from year to year, it becomes clear—the working man gets what he 
wants—the pensioner or annuitant takes what he can get, which usually turns 
out to be little or nothing. The annuitant or pensioner is the forgotten man. 

If my information is correct not a single one of these labor organizations or 
any other group who make the decisions in their deals, have a single representa- 
tive of the retired man. 

Let me ask you, “Who created the railroad retirement system or plan?’ I 
ean tell vou—the men who are today drawing a monthly subsistance, in the form 
of annuities, out of the railroad retirement fund. 
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Now, the younger men who receive the benefits handed to them on a silver 
tray are aiding in the scheme to destroy their own security. 


rHE UNITED STATES CHAMBER OF COM MERCI 


Let me ask what business has the United States Chamber of Commerce decid 
ing what is good for the retired railroad man? How much of the railroad re- 
tirement fund does that organization pay? 

They are O. K. in their proper place—but, that place is not to tell the retired 
worker how much or how little of his savings he can spend for this or that, nor 
how much of his savings he can take from month to month 


Recently the United States Chamber of Commerce announced in a nationwide 











referendum a vote of 16 to 1 for a plan to merge all governmental-managed pen 
sion systems into the social security old-age and survivors insurance system, ‘ 
which would include railroad retirement. 

The chamber spokesman for big business, described this as a “liberal” plan 


The real purpose of the chamber’s scheme obviously is to reduce the taxes paid 
by hig business, by having 





the Government collect social-security taxes from 
people who now get free “old-age assistance” and by abolishing the social security 
and railroad-retirement reserve funds 

The chamber’s scheme is very liberal—with other people’s money. It takes 
liberties with the pension reserve funds built up by retirement taxes on railroad 
and other workers 

The United States Chamber of Commerce makes it clear that the proposed all 
inclusive retirement system would pay only basic minimum pensions. 

The retired railroad people would have to depend on what the chamber calls 
private initiative. 

This proposed plan would take in millions not covered by any pension, who 
never paid any taxes. 

May I remind you, that the members of the United States Chamber of Com 
merce, who voted the 16 to 1, are all big business. There is not a single man 
among them, who has an interest in the worker. 

I doubt a single member of the United States Chamber Board who voted, ever 
had his hands and feet almost frozen or soaked with rain and mud, while engaged 
in his work. The men who cast the 16 votes were in a heated pullman set on some 
sidetrack with a diner nearby. 

If, by chance, the member voting is connected with a railroad, he is not worried 
for he will receive his railroad annuity and, in addition, a nice annual income 
from the railroads; therefore, he does not have the drastically reduced income at 
time of retirement. 

This same situation would apply to insurance companies and other national 
organizations. 

THE AMERICAN RAILROAD ASSOCIATION 
Who benefits from such a plan? The American railroads. What are the bene- 


fits to be derived by the railroads under the dual-benefit plan? 
1. Reduction of the rate of taxation paid by the railroads, which matches the 


tax paid by employees. The tax provided in the Railroad Retirement Act is now ‘ 
644 percent. 

2. Under social security the present tax to both employee and employer is 14% 
percent, a total of 3 percent. 

3. Saves the railroads more than 5 percent. i 


4. Reduces the responsibility set out in the Railroad Retirement Act which is 
now vested in the railroads, to the American people, and the United States Gov 
ernment. Under the social-security laws, if the general social-security fund falls 
short, it is the responsibility of the Government to subsidize the social-security 
fund to take care of the needed amount. Under the Railroad Retirement Act as 
it is now, and was before 1951, if the retirement fund falls short of a security 
figure, the first step would be to reduce the annuities, without changing the tax 
rate. 

5. When the present world conflict is over, and the country might experience 
another 1929-30 depression, much of the railroad’s responsibility would be shifted 
upon the Government, if the railroad retirement and the social security are 
merged. 
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WHAT ABOUT THE RETIRED 








Che big question of today—‘“dual benefit’ plan—the merger of the railroa¢ 
retirement and the social security—that is the questior 

Now et’s see the i en vee - of the pn re 

1. The railroad vy pays for 1 retir el » his work ul 
6% percent matched by the railroad compani Nothi is being given him 

2. The railroad-retired worker is not a burden upon the taxpaye 

3. Until 1951 there was absolutely no connection with s il security except 
one clause regarding the widow’s pensio 

4. The rate of taxation provided in the original act was by far greater than has 
been provided by the Social Security Act at any time the history of social 
security. 

5. Reduction of railroad annuities where ( v has also been earne 


6. An increase of social security reduces 

7. Retired-railroad workers, having full ‘ 
ment after retirement, to supplement monthly income, must be employed in 
such light or nonrailroad employment, for the period of time specified for other 
workers, to have earned social-security coverage; and, to have paid according 
to the social-security regulations, to be eligble under the Social Security Act 
If the worker has complied with social security, paid the tax, gained full cover- 
age by length of such employment, that worker should be paid for his full rail 
road-retirement coverage, but has also paid for full coverage under social 
security, and should be entitled to the provisions of both, without being penalized. 

8. Social security does not pay as much as railroad retirement. 

9. Under the railroad system, the bonus credit is given by crediting an em 
ployee’s service before 1937. Under the social-security system, the bonus credit is 
achieved indirectly by means of a weighed benefit formula which makes length of 
service relatively unimportant. To avoid giving double credit for untaxed service 
to employees who qualify under both systems, Congress decided to reduce the 
amount of the railroad benefit. May I ask—did the Congressman actually 
realize this when they voted the 1951 amendment? I do not believe they did. 
We must admit that Congress in passing any law, expects that law to provide 
equal rights and justice toward all citizens—as set out in the Constitution of our 
great United States. Unfortunately, the interpretation and administration of 
a law often changes the intent of the Congress. 

10. Do you know what happens when the president, the executive, or many 
up-the-line jobs—when that worker retires his railroad annuity is figured the 
same as the trackwalker’s annuity is figured. gut, what does the railroad 
company do—the board of directors or such authority as may be authorized 
to do so, pays that “big business’ man an additional pension, in whatever 
amount they see fit. That president or exceutive, even after retirement is not 
subjected to the small monthly annuity that is provided in the railroad-retire 
ment system. This is the very same man who sponsors “big business” ; this is the 
same man who is still working for the railroad or “big business” interest for 
fear his extra will be taken away; and, this is the man due to his position, 
before retirement, who is a member of “big business.” 





and who find light employ 








CONCLUSION 


The Tennessee Railroad Pensioners do not believe that the Congressmen 
the representatives of the people—ever intended to favor any special interests. 
They are far too intelligent, and fairminded, to do such a thing. 

You gentlemen who sit in these hearings are men of courage, humane feeling, 
experience, good judgment, and endowed with wisdom. You would not be 
where you are today had you not adhered to the principles of either Thomas 
Jefferson or Abraham Lincoln, believing in American principles and ideals. 

Gentlemen—in making your decision on the subject at hand, let me beg of you, 
stop and think. The retired railroad worker is not asking you for an increase 
inannuity. He only wants 

1. To be given his just rights. 

2. To keep the railroad-retirement system completely separate and apart from 
the social-security system. 
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3. Strike out all clauses in the Railroad Retirement Act which connects with 


the Social Security Administration. 
t. If he complies with both the Railroad Retirement 


rity, then allow him the benefits given by both, without one 


Act and the social secu- 
being subject to the 
otier., 

5. Strike the clause from the Railroad Retirement Act which transfers under 
10-year railroad employees to social security. 

6. Strike out of the Railroad Retirement Act, the clause providing for reduc- 
tion of a railroad widow's pension, who is also eligible under the Social Security 
Act. 

Gentlemen, give to a man and his family, what he has paid for—that which 
is his. 

Thank you, 
EpyYTHE WHITLEY, 
Representing the Tennessee Railroad Pensioners, 
2710 Belmont Boulevard, Nashville 4, Tenn. 

JUNE 1953. 

The following are a few samples of what happens to the retired railroad worker 
when he works after retirement, since the 1951 amendments. 

Sample No. 1 (Mr. Holt) : 

This man retired when he was 65 years old. When World War II, came on, 
he was called upon to take a defense job. Annuitant’s wife is deceased. This 
man received the 20 percent increase in railroad retirement annuity under 1949 
amendment. 

He was denied the 15 percent increase under the 1951 amendment of railroad 
act. Before September 1, 1952: 

(Date railroad retirement and social security mixed up.) (Also Nov. 1, 1951 
railroad retirement. ) 

He was reduced by the railroad retirement the amount of his social security 
as follows 

The railroad retirement was figured with the 15 percent which was added, then 
the amount of his social security subtracted therefrom. 


Month 
The result being his railroad retirement set at____- a \eusnsinee ae 
His social security set at____- sestamibi cian aetna ttl ee snannsitlsaiten| due tienen 31.10 
Total social security and railroad retirement____-----_-__-_____ 167. 68 

After Sept. 1, 1952: 
Railroad retirement reduced $5_.-.----------~- ie emeemaee 131.58 
Social security increased $5........._.-__--~_- es IR. ip 36.10 


Total railroad retirement and social security since Sept. 1, 1952_. 167.68 


Results— 
Before Sept. 1, 1952 he received a total of.........----__._---_.- 167. 68 
After Sept. 1, 1952 he received a total of_____- sala edlageiie Ste 167. 68 
Er Oh, lini icin mentpcatentee ann be simenbineitacctamennewiae 0 


They called it an increase—Where is the increase? 





Sample No. 2. (Mr. Kilgore) : 

(Figures here are round figures at this man is blind and the thinks these are 
about correct figures, however the facts are correct.) 

This man is married, wife is over 65 years of age. She draws under spouse 
clause. He did not receive an increase under the 1951 amendment to railroad 
retirement act because he was drawing social security. He did defense work 
during World War II. 


Before Sept. 1, 1952: Month 
Railroad retirement annuity nietetenieg kciias epee a 
Railroad retirement, spouse_______ saiancel dcccielee iuuakcabageianen ciate 40. 00 


Total for couple under railroad retirement____- cnasccanaaeataeus (a ee 
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Before Sept. 1, 1952—Continued Month 
Social security for Mr. Kilgore S20. 00 
Social security for wife . 10. OO 
Total for couple under social security ‘ 30. 00 
Total social security and railroad retirement for couple 153. 00 
After Sept. 1, 1952 (increase of social security) : 
Social security increased $5 a 25 OO 
Wife under social security increase $2.50 12. 50 
Total from social security for couple 37. 50 
Railroad retirement reduced $5 78. 00 
Railroad retirement, spouse, reduced $1 cae 39. 00 


Total railroad retirement for couple 


Total after Sept. 1, 1952 for couple 





Result : 
After Sept. 1, 1952, railroad retirement and social security (couple)_ 154.50 
Before Sept. 1, 1952, railroad retirement and social security (couple) -~ 153. 00 
Total increase as provided by railroad retirement and social 
security Bs eignaie 1. 50 


And you call it a $5 increase. Where is the $3.50? 


SAMPLE No. 3 (Mr. ARNOLD) 


This man retired after 1949 amendment to Railroad Retirement Act and before 
1951 amendment Railroad retirement annuity started at $133.37 per month. 

Took part-time work after retirement, with undertaker. Became eligible under 
social security on work done after retirement. 


Before Sept. 1, 1952: Vonth 
Social security earned $0. OO 
Wife social securit) 10. 00 

Total from social security couple 30. 00 
Railroad retirement for himself 133. 37 
Railroad retirement spouse £0. 09 

Total railroad retirement couple 173. 37 

Total railroad retirement couple ‘ bas 73. 37 

Total social security couple 30. 00 

Total before Sept. 1, 1952, couple . 203. 37 


After Sept. 1, 1952: 
Railroad retirement decreased to_ . ‘ 28. 38 
Railroad retirement wife ‘ 2m 10, OO 


Total railroad retirement couple 


Social security increased $5_- a 
Social security wife increased $2.50 


Total social security couple___ ~~~ sada - 37. 50 


Total railroad retirement couple 
Total social security couple 





Total railroad retirement and social security couple Sm 205. 88 
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Results Vontl 
After Sept. 1, 1952, 1 roa eti ent nd social security ple, 
t il > S205. SS 
Before Sept. 1 92, railroad retirement and social security couple, 
l 203. 37 
Total increase received 9 51 
And vou ¢ lit an inet se of Sd here is the $2.9 per month 
SAM No. 4 (P y 
Vonti 
Went on the railroad pension rolls at $65. OO 
Received an increase of 10. 00 
Total railroad pension or annuity 75. OO 
Worked in nonrailroad employment covered by social security and earned ? 
coverace, 
Before Sept. 1, 1952: 
Railroad retirement annuity reduced by 1951 railroad retirement 
amendment to ' . a e : nontioid a. OO 
Railroad retirement spouse clause sill " : 27. 50 
Total from railroad retirement before Sept. 1, 1952, couple sapiting te Oe 
Social security for himself before Sept. 1, 1952 20. OV 
Social security wife___ : hwo 10. 00 
Total social security for couple a Phadnis cbetedscicccincs wo ialdietadacasien 
Total from social security and railroad retirement couple_._.___-_ 112. 50 
After Sept. 1, 1952: 
Railroad retirement reduced $5__- sedhtiti-ticiatiddubaaies canmeniaomis OM 
Railroad retirement spouse reduced $2.50________ se ietapaniiesiiaiestanaaeile acc ae 
Total from railroad retirement couple__....._..._____-____________ 75. 00 
Social security increased $5_.................... ic ee 
Social security wife increased $2.50 i cach sais widticinhtieish 12, 50 
Total couple social security- . cian teied te. cis ctl eked 37. 50 
Total from railroad retirement couple Sno [ _ 75. 00 
Total from social security couple el Ba at di oe 37. 50 
Total from railroad retirement and social security couple__- 112. 50 
Result : 
Railroad retirement and social security couple before Sept. 1, 1952___ 112.50 
Railroad retirement and social security couple after Sept. 1, 1952 - 112.50 ' 
Increase under provisions of both social security and railroad retire- 
0 


RINE eee lesen is neseisieiatincdilliek che bike. decade 

But, they call it an increase of $5. Where is the $5? 

SAMPLE NO, 5 (QUINN) 

This man retired September 1, 1944, from the railroad. After retirement en- 
raged in nonrailroad employment as ticket taker at theater. He received 20 
percent. 

Amendment of 1951, as he was under social security. 


Before Sept. 1, 1952: 
Railroad-retirement annuity__- acetic cde ....2' $08. 90 
Wife not of age 65 years. (See notation below.) 


Month 


Social security of nonrailroad employment, under the 75-year clause of 
$31.30. Continued to work on theater job. 
Total railroad retirement and social security before Sept. 1, 1952 
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Continued to work on theater job and draw small salary, paying social 
security thereon. 


After Sept. 1, 1952: Mont} 
Railroad retirement reduced $5 on account social security increase SSS. YO 
Wife not of age to draw. 

Social security increased $5 36. 30 
Total social security and railroad retirement after Sept. 1, 1952, 
and still working on theater job } 125. 00 


Mr. Quinn’s wife will never be eligible for social security or railroad retire 
ment under either the railroad retirement or social security—Why ? 

1. Mrs. Quinn is employed and has earned the full coverage under the social 
security in her own employment. 

2. Mrs. Quinn is several years under age of 65 years. 

By the deduction clause in the Railroad Retirement Act the amount Mrs. 
Quinn would be eligible under right of her husband, and since she has full cover 
age in the maximum amount in her own right under social security—It would 
work out that Mrs. Quinn would not be entitled to a cent from the rights provided 
under railroad retirement and social security of her husband, as her own social 
security would be more than any amount could be figured due her as the widow 
of her husband. If she lived and her husband also lived until she is 65 (not 
likely that he will) she could possibly draw under the spouse clause under the 
railroad retirement, but when she became a widow she would not draw anything 
under the Railroad Retirement Act, due to the clause of reduction in the Railroad 
Retirement Act of such social security as she may draw in her own right. 

Is this right? Mr. Quinn has paid for protection of his wife under the railroad 
retirement and under social security both. What, if Mr. Quinn lives until his 
wife becomes 65 years old. Will he be eligible to draw one-half the amount of 
her social security? 

But they called him, getting an increase of $5 September 1, 1952. Where is the 
$5? 








Sample No. 6 (Bailey): 

His own statement—I was getting $124.94 from railroad retirement and got a 
little job as watchman and worked long enough to get social security, and then 
the railroad retirement cut me what I would get out of social security—so that 
cut me to $78.14 per month. You know you cannot live on $124.94 per month; 
that is why I went to work. If I am getting both $124.94 from the railroad re- 
tirement and $46.80 from social security I could have enough to get by on. 

If possible, cut out the 1951 law and give us pensioners back all the railroad 
retirement pension. 

JAMES F. BArey, 
2728 Druid Drive, Nashville, Tenn. 


Mr. B. was a conductor and yardmaster while working for the railroad. 


Sample No. 7 (Delvin): 


Retired August 18,1948. Was 64 years 4 months of age. Poor health and other 
circumstances caused retirement 8 months before 65 years of age. My annuity 
was hardly sufficient to provide the necessities of life. My health having im- 
proved to some degree, I went to work in 1950 (was then past 65 years of age). 
The additional income helped counteract the increased cost of living. On No- 
vember 13, 1951, was notified by the Social Security Board to come in and file 
claim for social security. The Railroad Retirement Board had requested them 
to secure my status. Went to social security office, Nashville, Tenn., and told 
them could not quit job as needed the money. They advised to quit the job. 

They advised to quit the job and file for social security: that social security 
could not be applied for so long as he was working. They also advised that 
Mr. Delvin could not work and earn more than 875 per month. Then Mr. Delvin 
went to the railroad retirement office, Nashville, and there was told that he 
could continue to work and to ignore the social security notice. He found out 
that due to some mixup certain memo notices had reached his hands which were 
not intended for him to have—an error in mailing. Mr. Delvin explained to the 
social security and railroad retirement that he just could not get by on the 
annuity alone. 

The social security forced Mr. Delvin to quit his job and file claim—that his 
railroad retirement check would be withheld, that the social security office would 








42 


RAILROAD RETIREMENT ACT 


so advise the Railroad Retirement Board—that such amount of social security 
due him would be deducted by the railroad retirement. On August 29, 1952, 
Mr. Delvin gave up his job and made application for social security in order to 
keep from being denied his railroad retirement. 

In this case the railroad retirement and social security together amounted to 
$124.94 and that was actually the amount which he was eligible for under the 
railroad retirement alone. There was not a cent of increase; he was denied 
being able to do any work covered by the social security. 

Mr. Delvin is a mechanic. In his own words I quote, “You cannot find any 
one to give you a job to work 2 days a week; most people that want a person in 
the line of work I am in, want someone at least 5 days a week.” 

ir. Delvin is a diabetic and requires expensive medicines all the time. By the 
time his medicine and frequent trips in the hospital come out of his social security 
and railroad retirement there is nothing left to buy food and pay necessities. 

Quoting Mr. Delvin, “I would appreciate if you can find a way to keep rail 
road retirement annuities out of social security. Give it back to us as we had 
it before the amendment 1951.” 


Sample No. S (Harding) 

Given as written by Mr. Harding, in his words. 

“T applied for retirement (railroad retirement) in January 1950. The amount 
of my check was $96.30. When the 15 percent increase was granted, and the 
SS increase on social security was given, this brought it up to $111.76. I was 
able to get a job making $20 a week and had to work a part of every Sunday 
a month (except one) to make that much. When I had worked six quarters 
I was notified by the social security to qualify for payment, which I did in June 
1952. Under social security I was not allowed to make more than $50 a month 
then, so I quit work. When my first social security check came, it was im 
mediately deducted from my railroad retirement pension check. I am now 
drawing $37.40 from social security and $74.36 from railroad retirement. This 
last reduction takes away a part of what my wife would have drawn when she 
becomes 65. Iam trying to maintain a home, pay taxes, fuel, light, and water bills, 
and insurance on same, which I am afraid to let expire. We have no children. 
Gentlemen, can any one of you do this on $111.76 per month and lead a respectable 
life? Now can you? So please make it possible for us to at least keep what we 
have paid for. Our very own railroad retirement money. While working we paid 
for it, and it belongs to us old fellows, who are not able to do a day’s work.” 

The above statement signed by N. H. Harding, 208 McCall Street, Nashville, 
Tenn. 

Mr. Harding now is in very feeble health, can hardly walk. 





Special sample (Hollins, colored). 

This case has nothing to do with social security and railroad retirement but 
explains entirely a different problem which should be brought to the attention 
of the committee. It must be understood that old age prevents many from attend- 
ing to their own business. Also that 50 years ago people were not educated as 
they are today; especially the colored people of 50 years ago, in most cases had 
little or no educational advantages. Although uneducated, a large percent of 
them were honest, hard-working, good American citizens. 

Noah Hollins had no trouble with his pension or annuity. He had no trouble 
with being mixed up in social security. 

Noah Hollins’ wife applied for spouse claim, immediately after the railroad 
retirement 1951 amendnient. Tie Railroad Retirement Board did nothing to 
clear the claim. Hollins and wife were not notified. 

The Tennessee Railroad Pensioners were asked to investigate the case. We 
found the claim application of Verna Hollins in the pigeonhole in the local rail- 
road retirement office, Nashville—placed there on “lack of proof of age.” 

Noah Hollins, uneducated, is among the low-bracket annuitants; was receiving 
hardly enough to keep body and soul together. 

My attention was called to the case by Mr. Arnold, of Sparta, Tenn. I madea 
personal trip to the local railroad retirement office, Nashville, Tenn., to investi- 
gate. After explaining and producing the letter from Mr. Arnold the local rail- 
road retirement office, through their channels, agreed to obtain from the Census 
Bureau in Washington, a report on the age of Verna Hollins. I personally 
prepared a chart to aid in the census search. I was promised that the Railroad 
Retirement Board would secure the information. 
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Months passed, I heard nothing from the local office Since Hollins and his 
wife were instructed by the railroad reitrement representative to wait and they 
would hear, they waited. This couple live about 100 miles from Nashville. I 
heard nothing from them—they continued to wait. I thought the case had been 
cleared and dismissed it from my mind, 

Thirteen months passed from the time the claim was first filed, about 9 months 
after I contacted the local board. 

On December 8, 1952, Noah Hollins had Mr. Arnold call me long distance to ask 
about the claim; they had heard nothing. The local representative who had 
told me that he would go see them had not done so. 

I went to the local board office, the next morning, December 9, 1952; found the 
case again pigeonholed, based on the information that the wife claimed to be 69 
years old, but the census report which they obtained showed her to be S6 years 
old. They had rejected the application, but never notified either of the Hollins 
they were still waiting. Note: Verna was proved over 65 years of age, even in the 
census report which the Board received. 

On December 9, 1953, 1 requested a recheck of the census to obtain anothet 
enumeration. To this the local office advised it would take 6 months and the) 
just could not do it. After much conversation with the local railroad retiremen 
representative, I told him that I could get it in less than 6 months myself, 1 
which he expressed doubt. Being quite familiar with obtaining census reports 
in my professional work, I figured it would take me about 30 days to get the 
report. Verna Hollins, feeble and ailing, might not live many months, and 
Christmas only 2 or 3 weeks away, I wanted her happy on Christmas. I told the 
local representative that I believed I could get a census report in 10 days I 
was told if I could, it Was more than they could do. On that same day I made a 
request of Congressman J. Percy Priest to aid in obtaining the census and to 
request for another year other than that which the local office of the railroad 
retirement had obtained. On December 22, I think it was, I personally delivered 
to the local railroad retirement oflice a census report establishing the age just 
as it was Claimed in the first and original application of Verna Hollins 

I was informed it would take 90 days to clear the claim after that date. I 
requested special attention. I was informed that was not possible. I sug 
vested that, if necessary, I would request additional aid from my Congressman ; 
that due to the physical condition of Verna Hollins, I would like the claim put 
through immediately, within 30 days if possible. 

! quote from a letter dated February 10, 1958: “Well, the happiest one I have 
met in a long time was Verna Hollins. She received her check for back time 
covering 14 months, which amounted to $396; also a letter advising her she would 
receive $28-some-odd-cents per month thereafter.” 

This is only one of many such cases handled by the Tennessee Railroad Retire 
ment Pensioners. 


The Cuatrrman. Mr. Carter? 


STATEMENT OF CLARENCE B. CARTER, NATIONAL SECRETARY, 
RAILROAD PENSION CONFERENCE, NEW HAVEN, CONN. 


Mr. Carrer. My name is Clarence B. Carter, and I represent the 
Railroad Pension Conference, a national organization of rail workers 
from all crafts. Iam the national secretary, and I appear as such. 

I will try to be very brief, Mr. Chairman, because I realize the 
extensive hearing we have had and how much of your time it has 
taken. 

Quite a bit has been said about the principle of restoring the dual 
benefits, not only by yourself but by Mr. Younger and by Mr. Lati- 
mer, Which I appreciate and I support; but I do want to very briefly 
go into some of the human angles of this situation, and that is what 
[ will try as much as possible to limit my discussion to. 

We are here today to urge the restoration of the so-called dual- 
retirement benefits taken away in part by the 82d Congress. Many 
thousands stand to lose approximately, as I understand it, $385 
million by what we feel is an unwarranted slash, which they cannot 
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afford to lose. We feel it was most unfair of Congress to reduce 
their railroad-retirement annuity by the amount entitled to under 
social security for the follow Ing reasons: 

1. Retired railroad workers cannot afford a reduction in annuities. 
Instead, they need and request a subst tan ial increase, preferably half 
pay, maximum $200 per month, as prowided j n our bill, H. R. 122. 
And I would like to say we feel such is financially possible within 
our present tax payment and our $3 billion unused reserve, as our 
written testimony shows, which members of the committee have 
received and which will be included in the record. 

The Carman. May I inquire there, for the benefit of the com- 
mittee? You speak of “our bill, H. R. 122.” What do you mean 
by “our bill”? 

Mr. Carrer. I meant to say the conference bill. 

The CuHatrrMan. Whose bill is it ? 

Mr. Carrer. The bill was introduced by Representative Dorn for 
the pension conference. That is the bill I ov re ferring to. 

The Cuatrman. That is not the bill which is under consideration 
in this hearing, is it? 

Mr. Carrer. No. I understand that, Mr. Congressman. 

Railroaders know that the Senate Judiciary Committee, on May 11, 
recomme nded a $10,000-a-year salary increase for Members of Con- 
gress because of increased living costs. This represents an increase 
of about $825 a month, in comparison to the average of $35 a month 
that we suggest, for not only the retired rail workers but those that 
are to retire in the future. 

I would like to now discuss something about our annuity. Whereas 
Congress has established a maximum railroad retirement annuity to 
be $165.50 per month, actually the average annuity is the substandard 
sum, which is approximately $100 a month. The wife of the annui- 
tant receives an additional amount, which averages about $40 per 


month. Now, this total average of $140 per month for 2 persons 
fails to meet the minimum budget for an elderly couple, as worked 
out in 1950 by the Bureau of — ' eee s. 

At the 1952 prices, their meager budget required approximately 
$1,975 a year, or about $164 a aaa Thus, we see the present average 


innuity ort bee by rail employees fails to meet the standard set by 
the United States Bureau of Labor Statistics by ap yproximately $24 
a month. 

This budget is a minimum budget and certainly does not provide 
luxurious living, and the figures are for 1950 and not 1953. which. 
therefore, means railroad retirement is probably off by more than 
$24 a month. 

Now, I would like to state that in the New York Times today—I 
guess I dropped the clipping, but I noticed in the New York Times this 
morning that the price of lamb, the price of pork, and the price of 
bacon are going up, and it will be about the highest it has ever been. 
Also, the price of eggs is going up, and also the price of vegetables is 
increasing. So you can see that those who are affected by the e Liming a- 
tion of the amount they receive by social security are going to be af- 
fected, as well as those who want to retire. 
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It is well to remind ourselves that the substandard annuity reflects 
itself in the great number of railroaders who are deferring retirement, 
and the Railroad Retirement Board recently stated : 

More aged workers were in the railroad employment during 1951 than in any 
previous year since the railroad retirement system began— 
and 
92,300 individuals age 65 and over performed some railroad service during 
1951; this was almost twice the low figure reached in 1939. 

The Railroad Pension Conference maintains that the monthly retire- 
ment check for all workers, regardless of industry, should be at a sum 
sufficient for the retired person and his wife to live on. 

Railroad retirement, according to the opinion of railroad men, is 
supposed to be a worker’s reward for years of service, and we say 
preferably 30, and it should be a period of relaxation and enjoyment 
and, we feel, free from economic worries. 

Now, while discussing the question of the annuities reduced and why 
they were reduced: In the hearings in 1951, the conference objected 
to the enactment of the work clause, and we still are opposed to enact- 
ment of any such clause. However, we didn’t realize that we were 
going to be given a reduction in benefits, as is now being done. 

Also, we further object to being transferred over to social security, 
a la chamber of commerce style, without receiving railroad retirement 
in addition to social security. This evil scheme of the chamber of 
commerce to put all retired persons on social security at $125 a month 
is a program for old age insecurity, and we call for the Congress and 
this committee to oppose any suc h legisl: ation. 

Our second reason why the so- called dual benefits should be restored 
is because Congress taxed the retired individuals for the social security 
benefits. 

As I pointed out, the substandard annuity has forced many to secure 
outside employment in order to meet the high cost of living. Some 
of these persons were required by law to pay social security tax, and 
therefore became entitled to a small social security benefit in addition 
to the meager railroad retirement annuity. 

Now, I realize, of course, that this hearing is on a single issue, and 
the other two pages we have here were in reference to something else. 
But I would lke to state in closing, Mr. Chairman, that we do trust 
and hope that this bill will ap prove of the restoration of the dual ben- 
efits, and, secondly, we hope that the committee will convene again in 
the near future and give considerable consideration to early retirement 
at half-pay annuities. 

Now, regarding the failure of our retirement system to meet the 
needs of the railroad workers and its failure to provide opportunities 
for the promotion of younger workers, which is supposed to be one 
of the reasons for the Railroad Retirement Act, we feel Congress 
has one of two courses to choose from. One is to perpetuate the 
present setup, which denies earlier retirement and prevents improved 
job security and also does not take into consideration those workers 
with middle- age sicknesses, and so forth, who can’t retire. Or, two, 
enact early retirement, thereby making retirement sufficiently attrac- 
tive to permit enough men to retire to offset the job displacements 
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threatening the younger workers, many of whom are veterans, and 
particular ly since some believe that a business recession is near. 

Mr. Chairman, I want to thank you and the committee for permit- 
ting us to state our v iews, and we appreciate it. 

The Ciaran. Mr. Carter. your statement will be included in the 
record in full. 

I note that a second statement has been prepared on behalf of the 
Railroad Pension Conference. Is that to be considered as part of 
your statement ? 

Mr. Carrer. Yes. When we originally considered testifying, we 
hadn’t realized the limited amount of time we would have, and there- 
fore we did make a prepared statement, which more fully expressed 
the reasons why we thought the things that we advocated should be 
enacted, and therefore we want the committee, from this prepared 
statement, to get our full views in the matter. So we would like 
to have this other statement included with the tesimony, if that is 
permissible. 

The CuarrMan. Very well. It will all be included as one statement. 

Mr. Carrer. Thank you very much, sir. 

(The prepared statements referred to are as follows:) 


TESTIMONY OF CLARENCE B. CARTER FOR THE RAILROAD PENSION CONFERENCE RE 
QUESTING RESTORATION OF THE So-CALLep DuAL RETIREMENT BENEFITS AS 
ELIMINATED IN PART BY THE S2p CONGRESS PLUS URGING EARLY CONSIDERATION 
ro Bring RAILROAD RETIREMENT IN LINE WITH PENSION BENEFITS ENJOYED BY 
Crry, STATE, AND GOVERNMENT EMPLOYEES 


My name is Clarence B. Carter and I represent the Railroad Pension Confer- 
ence, a national organization of rail workers from all crafts. I am the national 
secretary of the conference and appear as such. 

We are here today to urge restoration of the so-called dual retirement benefits 
taken away in part by the 82d Congress. Some 30,000 railroaders stand to lose 
approximately $385 million by this unwarranted slash which they cannot afford 
to lose. It was most unfair of Congress to reduce their railroad-retirement 
annuity by the amount entitled to under social security for the following reasons: 

(1) Rail workers cannot afford a reduction in annuities, instead they need 
and request a substantial increase, preferably a half-pay annuity (maximum 
$200 per month) as provided in our bill H. R. 122. And we feel such is finan- 
cially possible within our present tax payment and our $3 billion unused reserve 
as shown in our written testimony recently mailed to each member of the 
committee. 

Railroaders note the Senate Judiciary Committee May 11, recommended a 
$10,000 a year salary increase for Members of Congress because of increased 
living costs. Railmen are also affected by this rise as well. 

Therefore, we hope we are correct in assuming that Congress realizes it is 
imperative to increase the monthly railroad-retirement check. 





AVERAGE ANNUITY SUBSTANDARD 


Whereas Congress has established the maximum railroad retirement annuity to 
be $165.50 per month, actually the “average” annuity is the substandard sum 
which is approximately $100 per month. 

The wife of the annuitant receives an additional amount which averages about 
$40 per month. This total average of $140 per month for 2 persons fails to 
meet the minimum budget for an elderly couple as worked out in 1950 by the 
Bureau of Labor Statistics. 

At the 1952 prices, their meager budget required approximately $1,975 a year, 
or about $164 per month. Thus, we see, the present average annuity received by 
rail employees fails to meet the standard set by the United States Bureau of 
Labor Statistics by approximately $24 per month. This budget is a minimum 
budget and certainly doesn’t provide a luxurious living, and the figures are for 
1950 and not 1953, which therefore means railroad retirement may be off more 
than $24 a month for a man and his wife. 
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It is well to remind ourselves that the substandard annuity reflects itself in 
the great number of railroaders who are deferring retirement. 

The Railroad Retirement Board recently stated: “More aged workers were in 
railroad employment during 1951 than in any previous year since the railroad 
retirement system began. Some 92,300 individuals age 65 and over performed 
some railroad service during 1951 and this was almost twice the low figure 
reached in 1939.” 


ANNUITIES SHOULD MEET ALL ECONOMIC NEEDS 


The Pension Conference maintains the monthly retirement check for all work 
ers regardless of industry, should be at a sum sufficient for the retired person 
and his wife to live on during retirement. 

No retired person should have to secure outside employment in order to keep 
body and soul together for either himself or wife, and we trust this committee 
agrees with us on this point. ; 

Retirement, according to the opinion of railmen, is supposed to be a worker's 
reward for 30 years of faithful service. It should be a period of relaxation and 
enjoyment, and free from economic worries. 


RAILMEN OPPOSED TO A WORK CLAUSI 


While discussing annuities, we wish to remind Congress that rail employees 
strenuously object to the enactment of a work clause that would limit the 
earnings of a retired individual, as was attempted in the 82d Congress. 

We further object to being transferred over to Social Security, a la chamber 
of commerce style, without receiving railroad retirement in addition to social 
security. The evil scheme of the chamber of commerce to put all retired persons 
on social security at $25 a month is a program for old-age insecurity. We call 
upon every member of this committee and Congress to oppose any such legislation. 


SECOND REASON FOR RESTORING DUAL BENEFITS 


Our second reason why the so-called dual benefits should be restored is because 
Congress taxed the retired persons for dual benefits. 

The substandard average annuity forced many to secure outside employment 
in order to meet the high cost of living. Some of these persons were required 
by law to pay a social security tax and thereby became entitled to a small social 
security benefit in addition to his meager railroad retirement annuity. 

Therefore, we trust Congress will restore the so-called dual retirement benefits 
which rightfully belong to those who formerly received them, and to those who 
will have qualified for them in the future 


RAIL MEN REQUEST CONGRESS TO BRING RETIREMENT ACT UP TO DATE 


While we will appreciate restoration of the socalled dual benefits, in all fair- 
ness to ourselves, we must point out that this in itself cannot possibly satisfy the 
retirement needs of our industry. Much more is needed 

Rail men, above all, want earlier retirement, preferably after 30 years of 
service regardless of age at half-pay based on the 5 years of highest earnings 
as provided in H. R. 122 or similar bills As stated in our written testimony, 
our retirement is “too little’ and comes “too late.” It is nonexistent for nearly 
one-third of the industry. 


OVER HALF MILLION LAID OFF SINCE 1925 


The intensive program by the railroads for moderinization and efficiency 
through labor-displacing machinery, dieselization, abandonment of offices, shops, 
towers, stations, service etc. has resulted in drastic reduction of railroad em- 
ployment. Since 1925 over a half million have been laid off—over 88,000 since 
1951. 

President Carroll of the maintenance of way employees recently stated in their 
monthly magazine—concerning those unemployed in his craft on the Southern 
Railroad—-‘Although the road is making more money than ever before in its 
history men with 30-vears’ seniority are walking the streets.” Track gangs 
on the Southern Railroad formerly covered 6 miles of track, whereas today, 
they cover 45 miles 

Thus the chance to retire after 30 years of service would be of great help to 
these men on the Southern Railroad, and others as well. 
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The Brotherhood of Railroad Trainmen at their 1950 convention went on record 
in favor of 30-year retirement regardless of age at half pay based on the 5 years 
highest earnings. 


WHICH COURSE WILL CONGRESS CHOOSE? 


Regarding the failure of our retirement system to meet the needs of retired 
railroaders and its failure to provide “opportunities for the promotion of 
younger workers,” Congress has one of two courses to choose from: 

1. Perpetuate the present setup which denies earlier retirement and prevents 
improved job security for the younger men; or 

2. Enact 30-year, half-pay retirement, thereby making retirement sufficiently 
attractive to permit enough men to retire to offset the job displacements threaten- 
ing the younger workers, many of whom are veterans, particularly since some 
think a business recession is near. 

As previously stated, we believe these benefits can be financed within the 
present tax structure and unused reserve, and will not jeopardize the soundness 
of our retirement fund now or in the future. 

Railroad retirement is financed on a most conservative basis as the retirement 
board admits. Further, Congress taxes us to finance not only past (prior to 

937) and present retirement, but insists we help finance retirement forever in 
the future. We do not object to a modest reserve, but we do not feel it is our 
obligation to help finance retirement for perpetuity which Congress now demands. 

Therefore, we ask you not only to support restoration of the socalled dual 
benefits, but to also give early consideration in this session of Congress to bring 
our retirement system more in line with the benefits received by city, State 
and Government employees. 

Rail men perform services to the public and Nation commensurate to city, 
State and Government workers and are therefore entitled to similar retirement 
benefits. 

Respectfully submitted. 

CLARENCE B. CARTER, 
National Secretary, Railroad Retirement Pension Conference. 


STATEMENT BY RAILROAD PENSION CONFERENCE 


The Railroad Pension Conference requests the 83d Congress to restore the 
reduction in railroad retirement annuities, affecting certain employees, both 
retired and working, as enacted by the S2d Congress. In other words, we request 
restoration of the so-called dual retirement benefits for which Congress taxed 
said individuals, and for enactment of 30-year, half-pay benefits, which are 
financially possible now, as provided in H. R. 122 or similar legislation. 


AVERAGE RAILROAD RETIREMENT ANNUITY SUBSTANDARD 


Whereas Congress has established the maximum railroad retirement annuity 
to be $165.50 per month, actually the “average” annuity is a substandard sum 
approximately $100 per month. The wife of the annuitant (both must be age 
65 in order for wife to receive her benefit) gets an additional annuity averaging 
about $40 per month. 

This average of $140 per month for two persons fails to meet the minimum 
“puget for an elderly couple” as worked out in 1950 by the United States Bureau 
of Labor Statistics. At the 1952 prices, their meager budget required approxi- 
mately $1,975 a year, or about $164 per month (A. F. of L. Pension Pians Under 
Collective Bargaining, 1953). ‘hus we see the present railroad retirement 
annuity, on the average, fails to meet the standard set by the United States 
Bureau of Labor Statistics. 

The Pension Conference maintains the monthly retirement check should be at 
a sum sufficient for the retired person and his wife to live on during retirement. 
No retired person should have to seek outside employment in order to keep body 
and soul together. Retirement is supposed to be a worker’s reward for years of 
long and faithful labor. It should be a period of relaxation and enjoyment and 
free from economic worries. 

Rail men trust the 83d Congress will consider retirement as such, and will 
therefore bring our retirement system up to par with the retirement benefits 
enjoyed by city, state, civil service and other Government employees, and in line 
with pensions for the miners and the west coast longshoremen. 


i 
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WHY RAILROAD RETIREMENT AVERAGE ANNUITY SUBSTANDARD 


The substandard “average” annuity is due to the unjust method Congress uses 
in computing annuities. In brief, two periods are used: 

1. The depression years 1924 to 1931 are averaged and added to: 

2. The highly taxed years from 1937 to retirement (we are taxed on $200 of our 
monthly wages). 

3. Congress is using part of our retirement tax to build a gigantic “reserve” 
in the retirement fund in order to help finance railroad retirement forever in the 
future. (We do not object to having a modest reserve in the retirement account, 
but certainly it is unfair to force railroaders of today to help finance retirement 
in perpetuity.) Congress should consider today’s needs 

Therefore, a half-pay annuity (maximum $200 per month) based on the 5 years 
of highest earnings (H. R. 122) would be more equitable in determining a fair 
annuity. 


1951 AMENDMENT AND ITS EFFECT 


The insufficient average annuity has forced many retired railroaders to go back 
to work, outside of the railroad, in order that they might live from day to day 
Some of these individuals paid for, and became eligible for, a small social-security 
benefit. 

With the enactment of the 1951 amendment, railroaders receiving an annuity 
based on service prior to 1937, and also eligible for social security—for which 
Congress taxed them—said railroad-retirement annuity was reduced by the 
amount received for social security. 

Thus, some 30,000 railroaders stand to lose approximately $385 million by this 
uncalled for and unwarranted reduction, unless Congress takes steps to repeal 
this feature of the 1951 amendment. 

The Railroad Pension Conference requests the 83d Congress to fully restore 
the reductions in annuities described above. 


RAILROAD RETIREMENT BOARD DOES NOT REPRESENT VIEWS OF RAILMEN 


A few months ago the Railroad Retirement Board had the audacity to tell the 
House Interstate Commerce Committee they did not recommend any further 
retirement improvements “the rest of this year,” and they as much as said not 
to worry about the 30,000 railroaders whose retirement benefits were slashed by 
the 1951 amendments. 

The Board assumes these 30,000 retired men lost nothing, since they did not 
get the 15-percent annuity increase given to others. As Mr. Kennedy put it, these 
men “did not get the 15-percent increase, but they lost nothing either.” Appar- 
ently, to the Board, a 15-percent loss is not a loss. 

The railroad workers believe otherwise. To us a 15-percent loss in annuities 
means less pork chops and hamburger (if it can be afforded these days). The 
Railroad Retirement Board definitely does not represent the views of the rail 
workers. Railmen say: “Restore the cut; give half-pay annuities and earlier 
retirement as provided in H. R. 122.” 


RAILROAD RETIREMENT ACT DUE FOR MAJOR OVERHAULING 


While the Railroad Pension Conference supports and urges Congress to repeal 
the reductions in certain annuities affected by. the 1951 amendment, we must point 
out that the return of this cut, in itself, will not solve the retirement problems of 
the Nation’s rail employees. Congress must do much more, earlier retirement 
and half-pay annuities are the most desired changes requested by railmen. 

Railmen sum up the Railroad Retirement Act as a “too little too late” retire- 
ment system. And it is as we show below. 


THE TOO-LATE RAILROAD RETIREMENT SYSTEM 


The “too little” aspect of our retirement benefits was dealt with on pages 1 
and 2 of this report, therefore, let us consider the “too late” features of the 
system. 

Under the present setup, retirement is nonexistent for nearly one-third of the 
rail industry. These workers are making an investment in a nonexistent future. 
1950 Railroad Retirement Board figures revealed : 

Out of 100 rail workers— 
30-years old, 31 will not live to age 65. 
40-years old, 29 will not live to age 65. 
50-years old, 24 will not live to age 65. 
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The “too little” benefits received by railmen is forcing many desiring, and 


needing retirement, to defer their annuity. Rail workers on the average are 
retiring at about age 68. Since persons reaching age 65, on the average, live to 
about 72 or 73, railmen therefore, live only 4 or 5 years after retiring. 

AGE 65 REQUIREMENT HANDICAP TO THOSE IN ILL HEALTH 


Under the present age 65 retirement qualification, railroaders suffering from 
middle-age sicknesses, such as hea liver, and kidney ailments, artliritis, dia- 
betes, hypertensions, etc. (insufficient for retirement), are required to work 
under handicap. Thus, if Congress would give railmen the option of retiring 
after 30 years of service, it would serve the public interest through greater 
efliciency and safety. 








PRESENT SYSTEM FAILS IN ITS PURPOSI 


In 1948 the brotherhoods, through Attorney Lester Schoene, made the following 
statement, which is true today: “The system now fails to meet the purpose for 
which it was set up * * *, The pressure to remain in service when the individual 
should retire is too great * * * the opportunities for the promotion of the 
younger workers are being blocked.” 

Further, Mr. Wm. J. Kennedy, at the 1948 Senate labor hearing, stated: “I 
submit the present situation offers very little incentive for the older men to 
retire from service. Those who have retired have been unfortunately trapped. 
* * *” (Mr. Kennedy, Chairman, Railroad Retirement Board.) 


OVER HALF-MILLION RAILROADERS LAID OFF SINCE 1945 


The intensive program by the railroads for modernization and efficiency 
through labor-displacing machinery, dieselization, abandonment of offices, towers, 
shops, stations, lines and services, etc., has resulted in drastic reduction of rai 
road employment. 


Decline in railroad employment, class I railroads 
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THIRTY-YEAR MEN WALKING STREETS TODAY 


Mr. T. G. Carroll, president of maintenance of way employees, recently stated 
in their monthly organ, concerning the unemployment of those in his craft on 
the Southern Railroad—‘Although the road is making more money than ever 
before in its history men with 30-years’ seniority are walking the streets.” 

Track gangs on the Southern Railroad formerly covered 6 miles of track, 
whereas today, they cover 45 miles of track. 


THIRTY-YEAR RETIREMENT AN OBVIOUS NEED 


The above facts prove the necessity for enactment of 30-year, half-pay railroad 
retirement as provided in H. R. 122 introduced by Representative Dorn. 

Rail employees simply want, through 30-year-half-pay retirement, protection 
from layoffs, middle-age sicknesses, from being fired, and so forth. And they 
deserve this protection especially after 30 years’ service. The younger em- 
ployees want improved job security and increased opportunities for job advance- 
ment. 

The Railroad Pension Conference recognizes the fact that 30-year, half-pay re- 
tirement in itself is not the “cure-all” for all the problems confronting rail 
workers. 
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Longer vacations, preferably 5 and 4 weeks ; rding to service, s ben 
payable from first day of illness for a 1> period ssib shorter work 
week, all endorsed by the conference, are needed for ful rotection 

HOW 30-YEAR RETIREMENT WILL HELP RAILMEN 

Enactment of 30-year, half-pay retirement as proposed by the pension confe 
ence through H. R. 122 will help railroaders in the following way: 

1. Rail workers would not be “trapped” when retired, as President Kennedy, of 
the Retirement Board, stated in 1948. And they would have an “incentive” to 
retire. (See p. 3.) 

2. It would provide retirement for those “with 30 years of service walking the 
streets.” President Carroll, of Maintenance of Way Employees, refers to page 4 


3. The retirement “system” would not “fail to meet the purpose for which it 
Was set up” as the brotherhoods testified in 1948. “Opportunities for promotion 
of the younger workers” would be aided and not “blocked.” 

t. Thirty-year retirement would aid those with middie-age sicknesses and pos 
sibly help to extend their lives. (See p. 5.) 

5. Half-pay annuities (maximum $200 per month) would give the average re- 
tired railroader a half-pay annuity. Thus the average annuity would be more 
in keeping with the standard amount necessary for a man and wife as proposed 
by the A. F. of L. (p. 1). 
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WHICH COURSE WILL THE 83D CONGRESS CHOOS}I 


The House Interstate Commerce Committee, the Senate Labor Committee, and 
the entire 88d Congress has 1 of 2 courses to choose 

1. To perpetuate present setup, which denies earlier retirement and prevents 
improved job security and advancement, or 

2. Enact 30-year, half-pay retirement (maximum $200 per month), such as 
provided in H. R. 122 or similar bills, thereby providing the younger workers, 
many of whom are veterans, opportunity for greater advancement and improved 
security in the industry. And further offering all railroaders protection as out- 
lined in the five points in above statement, ‘How 30-Year Retirement Will Help.” 


RAIL UNIONS SUPPORTING EARLIER RETIREMENT 


The rail unions on record for earlier retirement are; The Brotherhood of Rail- 
road Trainmen, the United Railroad Operating Crafts (UROC), and the Dining 
Car and Railrowd Food Workers Union. Several locals of all crafts, through 
lodge resolutions, support 30-year, half-pay retirement. 

The trainmen, at their 29th convention in 1950, adopted the following resolu- 
tion: 

“Resolved, That this convention direct the president of the brotherhood to 
immediately contact all the executives of the Brotherhood of Locomotive Fire- 
men and Enginemen, the Brotherhood of Locomotive Engineers, the Order of Rail- 
way Conductors, and all other unions interested, to unitedly institute a move- 
ment to secure an annuity based on the 5 highest years of earnings at haif pay 
and 30 years of service regardless of age.” 


CITY-STATE-GOVERN MENT EMPLOYEES ENJOY EARLY RETIREMENT 


Many city, State, and Government workers can retire after 25 years of 
service. Armed service personnel have option of retiring after 20 years of 
service. 

The State of Connecticut Legislature this year enacted a bill permitting State 
policemen to retire after 20 vears of service at age 47. 

Rail men are not asking for 20 or 25 year retirement, but they do request 30 
year retirement as they perform public services of similar value as city, State 
and Government employees. 


NOT EVERY RAIL MAN WILL RETIRE AFTER 30 YEARS’ SERVICE 


First, let us point out that the average age for retirement under the 30-year 
regardless-of-age plan, would be between the ages of 58 and 60. The average 
age of men entering rail industry is between the ages of 28 and 30. (Railroad 
Retirement Board 1946 report, page 123.) 

Naturally, everyone entitled to retire at age 60 upon completing 30 years of 
service would not apply for annuity. Experience has shown those in good health, 
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having top seniority and holding best paid runs and jobs choose to remain work- 
ing. However, it is necessary for Congress to make retirement sufficiently at- 
tractive to permit enough men to retire in order to offset the job displacements 
threatening the younger workers 


THIRTY-YEAR-HALF-PAY RETIREMENT FINANCIALLY POSSIBLE NOW 


The pension conference has always considered its proposed legislation with 
a view of the retirement fund’s ability to finance these benefits without increas- 
ing taxes, and without jeopardizing the fund either now or in the future. And 
we beiieve this is possible. 

Congress is now taxing us to finance not only past (prior to 1937) and present 
retirement, it also insists we help finance retirement forever in the future. Con- 
gress is therefore being too conservative. Rail men correctly ask—‘*Why does 
Congress obligate us to finance retirement for perpetuity?’ Certainly this is not 
fair to say the least. 

There is approximately $3 billion in the unused reserve in our railroad re- 
tirement account. Congress should use some of this money to meet present-day 
needs—that is—30-year, half-pay retirement. 

Regarding our financing past retirement, Congress permitted the railroads 
to transfer 48,500 men on their private pension rolls over to the railroad-retire- 
ment system. Further, Congress failed to call upon the roads, as they did Fed- 
eral Government to its employees, to finance annuities based on their prior obli- 
gations—that is, the accumulated (pension credit) service earned prior to 1937. 

Representative Robert Crosser, pointed out in 1947, that these obligations 
should “have been borne by the railroads themselves, but railroad employees have 
paid and are continuing to pay one-half of these obligations.” 


RAILROAD RETIREMENT BOARD CONSERVATIVE 


The Retirement Board states they are most conservative in estimating retire- 
ment costs as the following quotes from their May 1948 testimony before the 
Senate Labor Committee reveals. 

1. “It should be emphasized that the Board believes that in making cost es- 
timates and determining tax rates it should use conservative assumptions.“ 

2. “It is impossible to fix any tax rates which can be precise for 30, 50, or 
100 years * * * Assumptions must be made.” 

3. “The Board believes the account will be adequate for probably 40 years from 
now and that there will probably be a large reserve at the end of that time.” 

The nonoperating brotherhoods (House hearings, Interstate Commerce Com- 
mission, 1951) stated, “The reserve will be completely adequate in perpetuity.” 
(This was based on an expected reserve of some $8% billion by 1990.) 

Trainman News, June 1950, stated, “Actuaries and economists of the Railroad 
Retirement Board are attempting to slow up matters by insisting that an in- 
crease in benefits must mean an increase in taxes. Setting up reserve liabili- 
ties for 55 years hence seems preposterous.” 

Representative Vursell (House hearings, Interstate Commerce Commission, 
1951) testified, “There seems to be something wrong with this setup. Either the 
financial structure should be overhauled, or the reserve in the trust fund is being 
carried at too high a level.” 

For the reasons stated above, railmen believe the present tax structure and 
the reserve fund can absorb financing 30-year, half-pay retirement without in- 
creasing the tax. However, a recent poll conducted by the pension conference re- 
veals rail workers would not object to being taxed on $400 per month instead 
of present $300, providing Congress enacts a half-pay annuity (maximum $200 
per month as in H. R. 122). 

In addition to 30-year, half-pay benefits, rail workers urge that Congress give 
widows survivor benefits upon death of husband, regardless of widow’s age, and 
that they receive at least one-half of husband’s annuity. 


WHAT RAILMEN DEMAND CONGRESS OPPOSE 


1. To oppose any plan to put rail workers on social security without giving 
railroad retirement benefits in addition to social security. The scheme by the 
Chamber of Commerce to put all retired workers under one system and give 
them only $25 per month is a plan for old-age insecurity. We demand vigorous 
opposition to this vicious scheme. Retired persons need increased benefits, not 
less. 
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2. To oppose any amendment to enact a work clause for rail workers as was 
attempted in the 82d Congress. 

3. To oppose all proposals that would weaken the retirement act 

The CHarrMan. Any questions, gentlemen? Mr. Staggers / 

Mr. Sraacers. Mr. Carter, I was interested in reading this with you. 
Looking it over, I notice the chairman mentioned “our bill, H. R. 
122.” Most of your testimony is taken up with that bill, with the ex 
ception of about two paragraphs / 

Mr. Carrer. Of course, what I tried to do—I realize this is on a 
single subject, but in presenting the testimony as 1 did, Congressman, 
what I was trying to point out was that while we do want restoration 
of the dual benefits, that is only a very small part of the problem, a 
problem that is so glaring that we feel there should be no question of 
the restoration of these dual benefits. We are just comparing one 
with the other as to what the need is, and we feel the restoration of the 
dual benefits is just a rather insignificant request. 

Mr. Staccers. Mr. Chairman, I feel that since he has presented these 
two statements, I would like to know a little bit more about his organi 
zation, this Railroad Pension Conference. 

I happen to have been a railroader myself. And I knew something 
of the ordinary railroad organizations, such as our Railway Labor 
Executives Association, our Association of American Railways, and 
the Brotherhood of Trainmen, Engineers, Conductors, Firemen, and 
so forth. What about this organization? When did it come into 
being? Who does it represent 

Mr. Carrer. Our organization was established in 1946, Mr. Con- 
gressman, and it embodies railroad workers from all crafts. 

Mr. Sraaeers. I might ask this: Is this the same organization that 
Archibald Bromson represented as general counsel ? 

Mr. Carrer. He did speak for us at one time, I believe, before the 
Senate. He drew up our first pension conference bill. I think it was 
in 1946, I believe. 1 forget the year now. But that 1 year he did testify 
for us before the Senate. 

Mr. Sraccers. As general counsel ? 

Mr. Carrer. That is right, at that time. 

Mr. Sraccers. And he is the same man, then, that was subpenaed 
by the Internal Security Subcommittee of the Senate, I believe. 

Mr. Carrer. He may have been, I don’t know. 

Mr. Sraaeers. Is he still connected with the organization ¢ 

Mr. Carrer. He is not our lawyer, no. 

Mr. Sracerrs. Is he still connected with the organization, though ? 

Mr. Carrer. With our organization? 

Mr. Sraccer. Yes. 

Mr. Carrer. Well, as I say, the only time that we employed him was 
that one time. 

Mr. Sraccers. Is he still connected with the organization, though, 
now ¢ 

Mr. Carrer. Well, officially I would say “No; no, he is not.” No, 
we just employed him that one particular time to come down here. 

Mr. Sraccers. I was interested in your testimony here in referring 
to “we” and “us” and “our” as though you were a railroad worker. 
Are you a railroad worker ¢ 

Mr. Carrer. I ama railroad worker ; yes. 


Mr. Sraaccers. Do you belong to one of the unions / 
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Mr. Carrer. Well, the position is this. I am not here—I didn’t 
want to—— 

Mr. Sraccers. I just wanted to get your official capacity. That is 
all. And if you are not, when did you leave the unions, and why? 
Could you tell us that briefly or not? 

Mr. Carter. Well, the position is this—— 

The Cuarrman. A little louder, please. 

Mr. Carrer. I didn’t know it was the job of this committee, but, 
well, to start off with, of course, I am a clerk, and I come under the 
Brotherhood of Railroad Clerks, my particular job does. 

Mr. Sraccrrs. Do you belong to the railroad brotherhood ? 

Mr. Carrer. I had been for a number of years, and when this issue 
of railroad retirement was started, when our organization organized, 
back in 1946, it was with the approval of our grand lodge. At least 
I was so told. And I think it was about 2 years later, ‘and perhaps 
around 1948, that I was asked to withdraw. 

Mr. Sraccers. What were the reasons given ? 

Mr. Carrer. Well, the reasons given were that, as I understood it, 
they thought that we were not working for the best interests of the 
And we do not agree with that. And also another con- 
‘ailroad retirement, as you know, is not a matter 
It is a congressional 


employees. 
sideration is that the 1 
of company or union-management negotiations. 
matter. 

Mr. Sraccers. That is right. 

Mr. Carrer. And we feel that we have the right to petition Congress 
one way or the other. 

Mr. Sraceers. Well, anyhow, you are not a member of the union 
now. Is that right? 

Mr, Carter. That is right. 

Mr. Sraccers. I might ask this. 
of New Haven? 

Mr. Carter. I know who he is; yes. 

Mr. Sraccers. Did you sign a ’ nominating petition for him when 
he ran for State senator in Connecticut ? 

Mr. eran I believe I did. 

Mr. Cartyte. What was the name? 

Mr. Svildaes: Sidney S. Taylor, who ran for the senate in the 
10th district of Connecticut. 

Mr. Carter. What has that to do with this? 

Mr, Sraaccers. What party did he run on? 

Mr. Carrer. I don’t know that I was to come down here—— 

Mr. Sraceoers. I think that we have a responsibility as Congress- 
men to know who testifies, who they represent, and who is back of 
them, or something of their background, if we so desire. I just asked 
when you signed the petition, what party he was 


Do you know Sidney 8S. Taylor, 


you if you knew, 


running on. 
Mr. Carrer. He ran on the Communist Party ticket, but I did not 


vote for the man. I believe it is everybody’s right 
Mr. Sraccers. I am not talking about your right. I just want to 
know: Did ae run for mayor of New Haven? 
Mr. Carrer. I did. 
Mr. Straccers. On what ticket ? 
Mr. Carrer. On the Wallace ticket. 
Mr. Sraceers. On the Progressive ticket ? 
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The CHatrMAN. aoe was the name of it? 

Mr. Carter. It was called the People’s Party. 

Mr. SracGers. Did a fellow by the name of Dr. Marsalka run with 
you for councilman on the same party ? 

Mr. Carter. I believe he did; I am not sure. I think he did. 

Mr. Sraceers. You don’t know whether he did or not? 

Mr. Carter. I am not sure whether he ran that year or not. I really 
couldn’t say. 

Mr. Sraccers. I believe the record will show that he did. And 
not only that, but that later as a professor of Yale University, he was 
discharged from Yale University. Do you know why? 

Mr. Carrer. No: that I couldn't say. I don’t know. 

Mr. Sracoers. I just was wondering. You say a man has a right. 
+ That is true. We live in this country. But I believe we do, as Mem- 

bers of Congress, have a responsibility to find out about men who come 
before our committee and the groups that they represent. 

I would like to ask this, Mr. Chairman, with your permission, if 
I might, as to whether this man who is testifying here now has ever 
belonged to the Communist Party or so now belongs. 

Mr. Carrer. I do not belong to the Communist Party. 

Mr. Sraacers. Did you ever belong? 

Mr. Carrer. I decline to answer that. I didn’t realize I was to come 
down here before the committee and go into my life’s history. After 
all, Iam not responsible for the inadequacies of the Retirement Act or 
anything about it. 

Mr. Sraceers. You are responsible, as you say, for a group of men 
that you are representing here before one of the highest bodies in the 
Nation, the Congress of the United States. If you are to represent 
them, I think we should know, and I believe they should know, some- 
thing of your past, and I believe this Congress should. I just asked 
you the question, and you say you will not answer as to whether you 
were, and that is all right. But I just say, Mr. Chairman, that he ought 
to be brought before the proper committee and asked the same ques- 
hions. 

The CHairman. I was not able to hear very well the answer. Did 
he refuse to answer your question ? 

Mr. Sracerrs. Would you care to answer that ? 


} [ will give him that opportunity again. 
The CHatrman. I did not hear his answer, whether he refused 
or not. 
‘ Mr. Hesettron. We have it in the record. 


Will the reporter read it ? 

(The question and answer referred to were read by the reporter.) 

Mr. Sraccers. That is all I have, Mr. Chairman. 

The Cuarrman. I thought there was a further question. 

Mr. Sraccers. No, sir, I had no further question. 

Mr. Harris. As I recall, Mr. Chairman, Mr. Staggers asked him if 
ie belonged to the Communist Party, and he said he does not now 
belong to the Communist Party. 

Is that right? 

Mr. Carter. I stated that, sir. 

Mr. Harris. And then the question was, “Did you ever belong?” and 
he said, “I decline.” Is that right ¢ 

Mr. Carter. I stated that, sir. 
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Mr. Sracoers. I asked him if he had ever belonged. 

The Cuatrman. Yes. I think that is correct. 

The only reason I am asking this is to make sure that the witness 
understood the question, so that his answer is in direct reply to the 
question you asked. 

Now, as I understand it, you asked whether he had ever belonged to 
the Communist Party. He replied, “I do not wish to answer. 

Mr. Sraccers. He declined to answer, as I recall his statement, from 
the clerk. 

The CHarrman. You asked him whether he is now a member of 
the Communist Party, and he replied that he is not ¢ 

Mr. Staggers. That is right. as the record shows. I might add that 
in a book I have here from the Library of Congress a man by the name 
of Archibald Bromson, who represented this committee as general 
counsel|—— 

The Cuarrman. You say “this committee” ? 

Mr. Sracecers (continuing). This Railroad Pension Conference, 
which has the same name, before the Internal Security Committee, 
declined to answer that question, and I believe that we have had 
enough men who appear before committees who decline to answer 
under the fifth amendment whether they represent subversive groups. 

The CuatmrmMan. Any further questions? Mr. Hale? 

Mr. Hare. Mr. Carter, I observe that on page 5 of your testimony, 
you say: 

We do not object to a modest reserve, but we do not feel it is our obligation to 
help finance retirement for perpetuity which Congress now demands. 

Does that mean that you want the present retirement fund concluded, 
without any reference to a future retiree / 

Mr. Carrer. Well, we do, Mr. Congressman. The point I am trying 
to make there is this—that we do not fee] that we are obligated to pay, 
or rather help to pay, railroad retirement forever in the future. As we 
understand it, we are taxed to pay for such. 

As I have understood the testimonies in the past hearings, the Board, 
or the Government, or rather Congress, intends to build up a reserve 
of some eight and a half or nine billion dollars by 1990, and that they 
intend to use the interest, not the principal but the interest, on this 
reserve, to help finance retirement for perpetuity. And I believe that 
is the opinion of the Boards and of the organizations, that this $9 
billion reserve which is expected will do just ‘that ; that it will help in 
financing retirement forever in the future. And we feel that that is 
far too conservative. I mean, in expecting us to finance retirement for 
that long a period. 

Mr. Hate. What you are trying to say is that you are indifferent 
as to the solvency of the fund. 

Mr. Carrer. Yes. 

Mr. Hesevron. I would like to ask a few questions about the con- 
ference. You are the national secretary ? 

Mr. Carrer. Yes, I am. 

Mr. Hesev_ron. That is by election, I take it. 

Mr. Carrer. Yes, sir. 

Mr. Hesevron. At an annual meeting? 

Mr. Carrer. Sir? 

Mr. Hesevron. At an annual meeting? 

Mr. Carrer. We have, I guess, 3 or 4 meetings a year of our group. 
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Mr. Hesevron. That is a national meeting? 

Mr. Carrer. Yes. We call our executives in. 

Mr. Heseiton. How many members are there of that ? 

Mr. Carrer. Well, it varies, Mr. Congressman. We have had a 
meeting with a few thousand, and, well like any meetings of any public 
nature, some of them have been small. 

Mr. Hesevron. You are referring to the number of people attending 
the meetings / 

Mr. Carrer. Yes. 

Mr. Hesevton. That was not my question. I asked you: How many 
inembers have you . the conference ? 

Mr. Carter. Oh, I am sorry. I misunderstood you. I would say 
we have on an average of 6,000 members. 

Mr. Hesevron. 6,000 in the Nation ? 

Mr. Carrer. Yes. 

Mr. Hesevron. Are they all over the country, or are they con- 
centrated ¢ 

Mr. Carrer. They are all over the country, Mr. Congressman. 

Mr. Hesevrron. Where are they? 

Mr. Carrer. The greater majority of them, of course, are in the 
East, since that is where we are located. But we do have member- 
ships throughout the country. 

Mr. Hesevron. How many of them are there from New England ? 

Mr. Carrer. I couldn’t say offhand right now. 

Mr. Hesevron. I cannot hear you. 

Mr. Carrer. I can’t say just what the total amount are in New Eng- 
land. I don’t know. Several hundred, but I don’t know the exact 
total. 

Mr. Hesevron. Do you publish any reports ? 

Mr. Carrer. Well, we have never published a report of our exact 
membership. 

Mr. Hesevron. Do you have a record of your membership? 

Mr. Carrer. Oh, I have—yes, we have that in our files. 

Mr. Hesevrron. Who has custody of those records ¢ 

Mr. Carter. Well, I have, as secretary. I have that list. 

Mr. Hesevron. And you cannot tell us today how many of those 
members are in New England ? 

Mr. Carrer. Well, not the exact number. I never actually sat down 
to count the exact number in New England. But I would say there 
were several hundred of them. 

Mr. Hese.tron. Do the members all pay dues? 

Mr. Carrer. Well, when we consider the total amount, sir, we of 
course were taking into consideration—— 

Mr. Hesriron. Can you not answer the question directly? Do the 
members pay dues, or not ! 

Mr. Carrer. Oh, yes. 

Mr. Hesevron. How much? 

Mr. Carrer. A dollar per year. 

Mr. Hesevron. Do the members belong to other railroad organiza- 
tions ¢ 

Mr. Carrer. Yes, sir, they do. 

Mr. Hesetron. Why were you asked to withdraw ? 

Mr. Carter. What is that, sir? 

Mr. Heserron. You testified, as T understand it, that you were asked 
to withdraw from the union. Is that right? 














258 RAILROAD RETIREMENT ACT 


Mr. Carrer. I was suspended. 

Mr. Hesevron. Did you testify that way ? 

Mr. Carrer. You mean whether I was asked to withdraw from the 
union ? 

Mr. Heseiron. Did you testify that way earlier ? 

Mr. Carrer. Well, what I wanted to go on to say was this. Well, as 
I say, the question came up, which I disagreed with, that I felt we 
have the right to petition Congress, and therefore I felt that we should 
continue on. 

Now, insofar as the suspension was concerned, we had a member- 
ship of the union, I believe, at that time, of the local. I think it was 
around 500 or 600, at least 500. And when this particular meeting 
took place, there were only about, oh, maybe 60 members present, and 
of course not all of those 60 members agreed for expelling or suspen- 
sion, and it was a majority vote of those 60-some members out of a 
500 membership that, as I say, voted for suspension. 

Mr. Hesevron. That is, for your individual suspension ¢ 

Mr. Carrer. That is correct. The entire lodge did not express its 
views. It did not get a chance to express its views. 

Mr. Heseirvon. Were there charges made? 

Mr. Carter. The charges made were dual unionism. 

Mr. Hesevron. What is that / 

Mr. Carrer. Dual unionism. 

Mr. Hesevron. You had a right of appeal, did you not? 

Mr. Carrer. I did, but, as I say, of course, the appeal came— 

Mr. Heseuron. Did you take that right, exercise that right? 

Mr. Carrer. I took that right. 

Mr. Heseuron. What happened? 

Mr. Carrer. Well, they went along with the suspension. 

Mr. Hesettron. And they confirmed the suspension ? 

Mr. Carter. That is correct. 

Mr. Hesevron. Did you have an executive committee, or a board of 
directors, or any governing body ? 

Mr. Carrer. You mean in the union? 

Mr. Heseron. No, in the conference? 

Mr. Carter. Oh, yes. We have an executive committee. 

Mr. Hese.ron. Did you submit this statement to the executive 
committee ¢ 

Mr. Carrer. I have a copy of the list, and I will submit it. 

Mr. Hesevron. Did you submit this statement to them for their 
approval ? 

Mr. Carter. Which statement? This one today? 

Mr. Hesevron. The statement you submitted to this committee. 

Mr. Carter. They have all received a copy. And the statement 
which I have presented represents our dealings on the matter. 

Mr. Hesevron. Well, did they officially approve the statement, or 
not ¢ 

Mr. Carrer. Well, not every one. Several of them—— 

Mr. Hesevron. What is that? Just a minute, Mr. Witness. Did 
you say, “not every one”? Is that what you said? 

Mr. Carter. Yes. I didn’t receive an answer from all of them, 
but I would say this— 

Mr. Heserron. Wait just a minute. You can answer questions 
directly, or not, or decline to, if you choose. But did you say not all 
of them approved ? 
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Mr. Carrer. Well, they didn’t voice their opinion. They didn’t 
state they weren’t approving. 

Mr. Hesevron. You did not answer my question. Did you or did 
you not say not all of them approved it ¢ 

Mr. Carter. Well, as I stated, we didn’t get a chance to get it into 
all of their hands. 

Mr. Hesetron. You are still not answering my question, and | 
think purposely. You can answer it very directly. Did you or did 
you not say not all of them approved it ¢ 

Mr. Carrer. Well, I would say this: I suppose the answer would 
be “Yes”; but—— 

Mr. Hesevron. All right. How many approved? 

Mr. Carrer. Oh, maybe half a dozen, I believe. 

Mr. Hesevtron. How many on the board ? 

Mr. Carrer. Well, we have a national committee of about—let’s 
see—I think there is in the neighborhood of 20. 

Mr. Heserron. So 6 out of 20 approved your statement ? 

Mr. Carrer. But the thing I want to point out, Mr. Congressman : 
I think you are misrepresenting it in this respect. This has been our 
program right along, and this statement does not deviate from the 
benefits we propose, and it is not contrary to the thinking and to the 
desires of our membership. 

Mr. Heserron. That may be entirely true. I am simply trying to 
get information as to how many of your executive board approved this 
statement. As I understand your answer, you said probably six. 

Mr. Carrer. I think the honest answer to that would be, as I am 
trying to point out, that time didn’t permit us to get it to every per- 
son’s hands, although, as I state, what we propose is the feelings of 
these men. 

Mr. Heseiron. How long have you been the national secretary of 
this conference? 

Mr. Carrer. Well, it was in the early part of 1946. 

Mr. Hesexiton. That is, you have been national secretary ever since 
it was organized? Is that right? 

Mr. Carrer. That is right. And the testimony we presented here— 
of course, as you know, this is restricted to the single issue. But, as 
I say, what we propose, and what I have written in this testimony, 
is the feelings of the men. 

Mr. Hesevtron. Did you personally prepare this statement, or did 
somebody else with you prepare it? 

Mr. Carrer. No; I prepared it myself. 

Mr. Hesevron. This is your own personal statement ? 

Mr. Carrer. That is right. 

Mr. Heserton. Do you have access to any actuaries, or does your 
organization have any advice from any actuaries ? 

Mr. Carrer. No; we have followed the testimonies in the hearings. 

Mr. Heseiron. Well, do you state to us that in this portion of the 
statement where you refer to the existing policy with reference to the 
security of this fund you are directly representing the members of 
your conference in urging upon us that we should stop building this 
what you term “unused reserve” and should draw upon it heavily in 
order to meet your request ? ' ; 

Mr. Carter. Well, Congressman, what we have tried to point out 
is this: That there are needs of the railroad workers, and has been 
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pointed out in past testimonies by Mr. Shane and others—Mr. Shane 
stated back in 1948, I believe it was, that the retirement system failed 
especially to provide opportunities for the promotion of younger 
workers; that the railroad workers were not leaving the industry as 
they should. Now, only about 50 out of 100 at age 65 are taking 
retirement. 

What we are trying to point out, Mr. Congressman, is that railroad 
workers do need an improved retirement system. There are needs 
that are facing the men, one, the question of the annuities being sub- 
standard, and, second, that there are now men with 30 years of service 
who have been laid off. 

Mr. Heseron. I let you continue to avoid the question to see how 
far you would go. 

Mr. Carrer. Now, what I would like to point out is this 

Mr. Heseiron. My question, definitely, to you was, Are you repre- 
senting the members of your conference, or are you making a personal 
suggestion ¢ 

Mr. Carter. When I make the suggestion that the fund, or the 
reserve, and the taxes, can absorb what we propose, I believe—well, 
that is not only my personal opinion. That is, as I say, the opinion of 
our membership. We are not actuaries, of course, but when we see 
this great sum in the account, and when we feel that we are being 
taxed to help finance retirement in perpetuity, we feel that if we didn’t 
have to help finance retirement in perpetuity, and we felt the board 
was more realistic, instead of being as conservative as it admits it is, 
we feel that it can. 

Mr. Hesevron. You are not an actuary yourself ? 

Mr. Carrer. That is true. I am just an ordinary railroad worker. 

Mr. Hesevron. That is all, Mr. Chairman. 

The CHarrman. Mr. Carlyle? 

Mr. Caruyie. Mr. Carter, this organization which you say you 
represent—is the proper name of it the Railroad Pension Conference ? 

Mr. Carrer. That is right, sir. 

Mr. Cartyte. Is it incorporated ? 

Mr. Carrer. No, it is not incorporated in that sense. 

Mr. Cartyte. Who is president of it ¢ 

Mr. Carrer. Mr. James Cassin, of New York. 

Mr. Carty.tr. Where does he live ? 

Mr. Carrer. He lives in New York City. 

Mr. Cartyie. Could you give us his address ? 

Mr. Carrer. I haven't his address with me, no. 

Mr. Cartyie. Can you give us the name of the vice president ? 

Mr. Carter. Mr. William Lockhart. 

Mr. Cartyie. He lives in New York? 

Mr. Carrer. He lives in New York. I am the secretary. I live in 
Connecticut. 

Mr. Cartyie. Where do you live? 

Mr. Carrer. I live in New Haven, Conn. You see, of course, the 
nature of the industry being, like any other railroad organization, that 
the memberships are spread throughout the country, as you know 

Mr. Cartyie. Well, are all of the members of this organization 
that you represent railroad employees? 

Mr. Carter. Yes, sir; retired or working. 
Mr. Cartyter. All of them have not retired; have they ¢ 
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Mr. Carrer. Some have, and the majority of them are working. 

Mr. Cartyte. I am interested in a question that Mr. Staggers asked 
you. He asked you if you were now a Communist, and I understood 
that you stated that you refused to answer the question. 

Mr. Carrer. I said I am not a member of the Communist Party. 

Mr. Cariyte. Well, he asked you then if you had ever been a mem- 
ber of the Communist Party. And what was your answer to that? 

Mr. Carrer. My answer was this: That I decline to answer. 

Now, this question has been asked of many labor leaders and others. 

Mr. Cartyir. Well, I am not interested in that. I want to ask you 
this. Why do you refuse to answer that question / 

Mr. Carter. My answer—lI was just going to point out to you—— 

Mr. Cariyie. Don’t point that out to me. Just tell me why you re- 
fuse to answer that question. 

Mr. Carrer. Well, I feel that it is improper of the committee, and I 
feel that the reason also is that a person has a right to belong to any 
organization. I don’t see why it is the right of Congress to inquire 
into anybody’s political opinion any more than their religious beliefs. 

Mr. Cartyte. In other words, you are not interested in helping the 
people of this ~— y locate the Communists, are you ? 

Mr. Carrer. I don’t know. I haven’t the slightest idea. 

Mr. Cartyue. Are any of the members of your or ganization Com- 
munists / 

Mr. Carrer. As far as I know, they are not. 

Mr. Cartyie. Have any of them been Communists? 

Mr. Carrer. What is that ¢ 

Mr. Caryie. Are any of the officials of this organization that you 
represent, Communists / 

Mr. Carrer. To my knowledge, none of them. 

Mr. Cartyte. None of them ? 

Mr. Carrer. To my knowledge, none of them. 

The Cuarrman. Any further questions, gentlemen ? 

Mr. Harris. You can answer this question, can you not Do you 
believe in the overthrow of this Government by force or violence? 

Mr. Carrer. Absolutely not. 

Mr. Harris. Now, the members of your organization become mem- 
bers by what method ¢ 

Mr. Carrer. They become members by a dollar membership they 
send us in. 

Mr. Harris. By what? 

Mr. Carrer. They send us in a dollar membership fee. 

Mr. Harris. Well, now, do you solicit the membership? 

Mr. Carrer. Yes, we invite, of course, people to help us finance 
our work, 

Mr. Harris. In what method do you solicit ? 

Mr. Carrer. Well, by asking them. 

Mr. Harris. How do you ask a person who lives in San Francisco, 
for instance, to become a member of your organization ? 

Mr. Carrer. Well, that some people that have heard of the organi- 
zation have written in, and we have asked those individuals to, well, 
secure other members for us. 

Mr. Harris. When once you get a member in a certain area, then 
you work through that member to get other members ? 

Mr. Carrer. That is correct. 
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Mr. Harris. Now, do you have national meetings? 

Mr. Carrer. Yes, we hold meetings, Congressman. 

Mr. Harris. I mean at which the members a large attend, or are 
entitled to attend. 

Mr. Carrer. Well, we have asked several members to attend, but, of 
course, due to the distance they all can’t come into New York City. 
We have our executive meetings in New York City. 

Mr. Harris. New York City ¢ 

Mr. Carrer. That is right. 

Mr. Harris. You have executive meetings. You do not hold a con- 
vention or a national conference ? . . 

Mr. Carrer. No, we have not had that as such, Mr. Congressman, 
no. 

Mr. Harris. You never, then, invite the members at large to any 
meeting in order to discuss policies? ¢ 

Mr. Carrer. Yes, we have invited them. Yes. 

Mr. Harris. To the executive meetings ? 

Mr. Carrer. Yes. 

Mr. Harris. What is the largest number that you have ever had in 
attendance ? 

Mr. Carrer. At a single meeting? 

Mr. Harris. Yes. 

Mr. Carrer. Oh, we had a rally, I think, of over 2,000. 

Mr. Harris. And did they come from all over the United States? 

Mr. Carrer. They didn’t come from the west coast, but they came 
from various parts of the East, Boston, and they came down from as 
far as Washington, all through New York State and Connecticut and 
Rhode Island and Massachusetts, all through the New England and 
New York areas. 

Mr. Harris. This was held in New York City ¢ 

Mr. Carrer. That is right. 

Mr. Harris. When? 

Mr. Carrer. That particular meeting was held, I guess, if I recall 
correctly, in I think 1946. We had another meeting in 1947, I think, 
and we had quite an area represented. We had a meeting, I believe, 
in 1948, where several hundred attended from various parts, I would 

say mostly from the East and from the New England States and New 
York, New Jersey, Pennsylvania, and that area. « a 

Mr. Harris. Was that the last meeting you held ? 

Mr. Carrer. Oh, no. 

Mr. Harris. I mean at which the membership at large attended. 

Mr. Carrer. Well, we have had so many meetings. , ? 

Mr. Harris. Evidently. You can hardly remember when you had 
one, so you have evidently had a lot of them. 

Mr. Carrer. Maybe that was the last meeting, when so large a group 
came in. 

Mr. Harris. It is not my purpose to inquire into the personal affairs 
of your organization in doing this, but I do think that since the question 
was raised we are entitled to know just how your organization reaches 
conclusions. 

Mr. Carrer. Well, I would like to state this, Mr. Congressman: That 
to overcome the distance that we have had, as I say, in our executive 
committee, what we have done on many occasions is that when things 
are going to come up, we write the members and asked them for their 
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opinions. I myself prepare a statement, and I will ask them what 
their thoughts on it are, and that if they have anything to include in 
it, to delete or add, that is what we want to know. And we try to give 
them, give everybody, the opportunity to state their views. 

Mr. Harris. That isa perfectly reasonable procedure. 

Mr. Carrer. And we have never, or I have - ver, tried to say some- 
thing that didn’t meet with the amaniatead or coincide with the opinions 
of the others. 

Mr. Harris. Well, I do not question that at all. 

Mr. Carrer. If we have done it, it has certainly been unintentional 
on my part. 

Mr. Harris. No one has raised a question as to whether you have 
done that or not, but certainly I think it is a very simple thing to 
explain how you reached conclusions on matters of policy. 

Now, what is the address of this meeting place in New York? 

Mr. Carrer. Well, sometimes we meet at hotels. Sometimes we 
meet at the YMCA. Usually, at the very large meetings we meet at 
the Times Square Hotel. 

Mr. Harris. You do all of this, now, and carry on your activities, 
with a 6,000 membership, at a dollar apiece? 

Mr. Carrer. We have, since the inception. 

Mr. Harris. You have what? 

Mr. Carrer. Yes; we have been able to carry on, which I think is 
very little, what we do or have been able to do—we have kept within 
our budget. 

Mr. Harris. You keep a list, then, a mailing list, to which you send 
information, and so forth? To each member ? 

Mr. Carrer. Oh, yes. 

Mr. Harris. And then you get them to solicit other members, and 
that is the way you add to it? 

Mr. Carrer. That is correct. 

Mr. Harris. Now, is there an exclusive list that you have, that only 
yourself from your organization has available? 

Mr. Carrer. Oh, no. Well, as far as the complete one, I am the 
only one that has that. But insofar as the memberships in various 
localities, those in those localities have that. 

Mr. Harris. You mean you have a number of membership organi- 
zations in the various localities, in other words, local organizations? 

Mr. Carter. We have some, yes. And those persons have the rec 
ords of their own members. 

Mr. Harris. How many such local organizations in the country do 
you have? 

Mr. Carter. Well, I think that we have about, as far as local chap- 
ters are concerned, about ten, I would say. 

Mr. Harris. Do you get contributions otherwise than from your 
membership ¢ 

Mr. Carrer. No, sir, we do not. No. We never have. 

Mr. Beamer. Will the gentleman yield? 

Would $6,000 do all this? 

Mr. Carter. No, I was going to make that point, Congressman, 
when I was interrupted. What I wanted to say was, as to how we 
include this 6,000 membership: I haven’t got the statement with 
me, but I think that has been about the total number from our ine ep- 
tion who have contributed, about that. I haven’t got the financial 
statement with me. 
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Mr. Harris. Do you send a financial statement to each member of 
your organization every year? 

Mr. Carrer. What we do is this: We sumbit the statement to 
the Senate and to the House. In other words, we make it public to 
every body ‘ 

Mr. Harris. You submit it to the Senate and to the House? 

Mr. Carrer. Yes. We are registered under the Lobbying Act. 

Mr. Harris. Under the Lobbying Act? 

Mr. Carrer. That is right. 

Mr. Harris. And you file your financial statement here! 

Mr. Carrer. That is right. 

Mr. Harris. And do not send it to each member of your organi- 
zation? . 

Mr. Carrer. Well, what we have done is this: When we have had 
our meetings, we have stated what the position is, what has gone out 
and what has come in. 

Mr. Harris. Yes. Lappreciatethat. Are you onan annual salary ? 

Mr. Carrer. I receive no salary at all, not a penny salary. 

Mr. Harris. You mean you contribute your services / 

Mr. Carrer. I do. 

Mr. Harris. Do you have any salaried officers or officials or em- 
ple yees ¢ 

Mr. Carrer. No, there are no salaried officers, no. 

Mr. Harris. No employees? 

Mr. Carrer. No employees. 

Mr. Harris. How do you take care of all this mailing that you do, 
and the bookkeeping? Who does that? 

Mr. Carter. Well, we do that from the dollar membership. 

Mr. Harris. Somebody has got to keep the record, the mailing list, 
and so forth. 

Mr. Carrer. Yes, but I say we pay for that out of the dollar, 

Mr. Harris. I thought you said you did not have any salaried em- 
ployees at all. 

Mr. Carrer. No, we don’t. We do not. But, of course, I admit— 
well, we send out a lot of mailing, but what we do is this: Several 
of us get together and mail it out. I mean, on a voluntary basis, like 
any other organization does. 

Mr. Harris. And with the officers scattered in various places, in 
New York, New Haven, and other places. You get together and 
mail out this material? 

Mr. Carrer. No; it is mostly done by myself and some of my rail- 
road friends in New Haven, although that hasn’t been always. Some- 
times what I do for localities, in some instances, I have mailed them a 
number of the material we have had, and they have mailed it out 
themselves. 

Mr. Harris. Is this mailing list that you have used for any other 
purpose whatsoever than contacting on railroad pension problems? 

Mr. Carrer. That is right. It has never been given to anybody 
at all, and the only thing that we have ever interested ourselves in or 
even discussed or anything else has been just this railroad retirement. 

Mr. Harris. Well, I must say, Mr. Carter, you have a most unusual 
organization. If I were a member, I think I would make some in- 
quiries about it. 
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Mr. Hare. Mr. Chairman, I move that the witness be directed to 
file with the committee a list of the oflicers of the organization and 
their addresses. 

The CHairmMan. I assume you have no objection to doing that ¢ 

Mr. Carrer. I will do that. 

Mr. Hesevron, On that point, may I ask one question / 

Have the officers of the conference changed at all since the organ 
zation was started / 

Mr. Carrer. Oh, yes. Like any other organization, it has. 

Mr. Hesevron. Well, you have been the permanent secretary, I 
take it / 

Mr. Carrer. I have; ves. 

Mr. Hrsevron. You say there have been changes in the other officers 4 

Mr. Carrer. Yes. Some of them have passed away, and like any 
other organization, some have withdrawn from being an officer, and 
I mean it is just a normal procedure, | would say, like any other organi- 
zation. 

The Cuarrman. Mr. Beamer? 

Mr. Beamer. I would like to ask 1 or 2 questions, because I am 
prompted by my very high regard for the railroad employees and the 
railroad brotherhoods. 

I wonder at these rallies, meetings, or whatever you call it, that you 
have had, what has been the program ¢ 

Again, we do not want to pry into your affairs too much, but I think 
it israther pertinent if you are toappear here. Have you had speakers, 
orders of business, and regular agenda ¢ 

Mr. Carrer. Oh, ves. We send the men what the agenda is, what 
is proposed, and then they get the opportunity to include on the 
agenda—sometimes we have had speakers, not every time. It is just 
like any other organization. We have had speakers on some occasions. 
On some occasions, we just more or less meet to discuss the problem 
among ourselves. 

Mr. Beamer. I am wondering whether or not you have had response 
from the members themselves. Or do they just sit and listen ? 

Mr. Carrer. Oh, no, no. Railroad retirement is quite a live subject. 

Mr. Beamer. Do you discuss anything else besides railroad retire- 
ment ? 

Mr. Carrer. No; nothing at all; never have. 

Mr. Beamer. And how long do these meetings usually last ? 

Mr. Carrer. Well, an hour and a half, perhaps, some of them. 

Mr. Beamer. And they are held every year, sometimes 2 or 3 times 
each year, you have testified ? 

Mr. Carrer. Well, we have several meetings, Congressman. We 
have had several meetings of our executive and others, and also we 
hold, you know, just local meetings in various localities. 

Mr. Beamer. I believe you mentioned in your testimony just re- 
cently that you referred to it as a rally. A rally sometimes indicates 
that it is designed to instill or promote a certain interest. 

Mr. Carrer. I don’t know what. you consider a rally is, but we 
have had what we call a rally, and that is different than an ordinary 
business 

Mr. Beamer. What is the purpose of the rally? 

Mr. Carrer. At the rally sometimes we hold the speakers. We 
have the speakers down, and the purpose of the rally is to tell them 
what is going on. 
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Mr. Beamer. Going on where ? 

Mr. Carrer. Well, what may be coming up in Congress, for instance. 
I mean in respect to railroad retirement. 

Mr. Beamer. Well, Mr. Chairman, I did not think that we would 
have this type of witness before our committee, but I think probably 
it might be an interesting matter to refer to some of the other com- 
mittees in Congress. That is all. 

The Cuamman. Of course, the question before this committee is 
the pending legislation, and the witness has made a statement in 
connection with that legislation, regardless of any other matters that 
have been referred to. The fact is that the statement he has ren- 
dered is one that, as I have read it, is in full accord with the statement 
that has been made by others who have advocated the adoption of 
the legislation that is before us. So in my consideration of the mat- 
ter, it will be my endeavor to think in terms of the welfare of the 
legislation that is before the committee and the applicability of the 
statement to that particular legislation. And in that respect, it would 
seem to me that it is not any different in purport or in argument 
than that which has been presented by others who have spoken in 
behalf of the legislation. 

The Cuarrman. Any further questions, gentlemen ? 

If not, Mr. Carter, that will be all, and as I have already stated, 
your statements will be made a part of the record in full. 

Are any members present who wish to be heard? 


STATEMENT OF HON. JOHN J. ALLEN, JR., A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr, Auten. Mr. Chairman, the district which I represent has 
within it the terminals of the Southern Pacific, the Western Pacific, 
and, to a degree, the Santa Fe Railroads. It numbers among its 
residents, therefore, more than the ordinary number of railroad em- 
ployees. One of them brought me this problem which is probably 
not unusual. 

Some years ago the Southern Pacific maintained an electrical inter- 
urban and local service which it decreased by degrees and then aban- 
doned. There were a number of employees retired because of this 
change in the service. When the shipyards were built at the begin- 
ning of World War LI, a short railroad was established for the 


transportation of shipyard employees to Richmond from a central 
point in Oakland, and many of these retired employees were solicited 
to take work on this railroad in positions in which they were subject 
to social-security laws. The man at whose instance I became inter- 
ested in the problem now before the committee and the introduction 
of H. R. 3975 was one such case. The result of the recent amendment 
to the Railroad Retirement Act which was supposed to increase bene- 
fits to those on railroad retirement actually resulted in a decrease to 
him and many others because of the operation of the amendment with 
regard to the two types of retirement toward which a part of his 
earnings had been contributed. 

I believe the result was inequitable and urge the committee to adopt 
such an amendment as will make the payment in such cases on a more 
equitable basis. 

The Cuamman. Thank you very much, Mr. Allen. 

We will hear from Mr. Battle, of Alabama. 
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STATEMENT OF HON. LAURIE C. BATTLE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Barrie. Mr. Chairman, I want to express my appreciation of 
the decision by you and the members of this distinguished committee 
in scheduling he: arings on the dual-benefit feature of the Railroad 
Retirement Act which was incorporated in the amendment passed by 
the Congress in 1951. As you well know, this is a very thorny prob- 
lem and one on which I might say that I have had many ‘and vociferous 
complaints. I discussed this problem with numerous retired rail- 
road employees while I was down in my district last fall and without 
exception each one expressed extreme opposition to the deduction of 
his social-security benefits from the railroad-retirement annuity. They 
reason that the railroad annuity is derived from a fund composed of 
moneys contributed by the railroad employees and employers; likewise 
they expressed the view that their social-security entitlement is based 
on their tax contribution and coverage for a required length of time. 

As you can readily understand, these workers feel they are quali- 
fied for both benefits by their contribution and therefore should not 
be deprived of them. There is another feature of this provision 
which works to their great disadvantage. A retired railroad em- 
ployee entitled to the railroad-retirement annuity and to social-secu- 
rity benefits has his railroad annuity decreased by the social-security 
benefits and at the same time is subject to the income limitation of the 
Social Security Act. Therefore he has his railroad-annuity retire- 
ment reduced and is also handicapped by the fact that if he makes 
more than the $75 a month allowed, then he will not receive his social- 
security benefits. As you know, those receiving only railroad an- 
nuity are not handicapped by this income limitation. 

I am enclosing for the record a letter received from Mr. N. C. Kieffer 
which typifies the many complaints which I have received on this 
serious problem. 

The Carman. It may be received. . 

(The letter referred to follows: ) 

SIRMINGHAM, ALA., October 8, 1952. 
Fion. LAURIE BATTLE, 
Representative of Ninth District of Alabama, 
Washington, D.C. 

Dear Sir: I am retired and have earned and had received a pension of $130.95 
per month from the railroad retirement fund until Congress passed a law granting 
an increase to railroad pensioners; but due to myself and wife getting social 
security, which I also earned, my railroad pension was split up, a part given to 
my wife, with no increase in the whole, which causes an inconvenience to both 
of us. 

On the 1st of October, Social Security made a ruling to increase pensions 
approximately $11.90 per month in my case; and now the Railroad Retirement 
Board deducts that amount from my railroad pension. 

There may be a law passed to cover this procedure, but I do not know of it. 
This makes two increases [ failed to receive due to Congress failing to give 
serious consideration to the fact that pensioners who receive pensions through 
the railroad retirement fund and the social-security fund, both of which I earned, 
should receive a small increase to cover the increased cost of living; while prac- 
tically all employees in employment have received increase after increase to 
cover the increased cost of living. 

I am not a bit pleased by the manner in which these suposed increases have 
been handled, even if it was legal. I have great respect for your judgment and 
hope you can give me a good reason for me being in a class of citizens who have 
no right whatever of receiving any increase in pensions to cover the increased 
cost of living. 
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For your information, I have never lost any time due to strikes of other labor 
disputes and deductions from my salaries have always been the full amount 
monthly 

I am enclosing an important notice [misplaced] covering my recent reduction 
from my railroad retirement pension 

Hoping to receive an early reply, I remain, 

N. C, KIEFFER. 


Mr. Barrie. I realize that it is a complex question involving the 
actuarial stability of the railroad-retirement fund. It is my sincere 
hope that the committee will give most earnest consideration to the 
testimony as presented by both parties involved in order to help arrive 
at a fair and sound solution to this serious problem. Thank you for 
giving me this opportunity to present my views. 

Che Cuamman. Thank you very much, Mr. Battle. 

Are there any questions? If not, that completes the hearing for 
today. I have a letter from Hon. Paul Cunningham, of lowa, which 
will be made a part of the record. 

(The letter referred to follows:) 

House OF REPRESENTATIVES, 
Washington, D. C., June 9, 1953. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States House of Representatives, Washington, D. C. 

Dear Mr. WoLvertoN: On May 11 I introduced H. R. 5097, a bill to repeal 
those provisions of the Railroad Retirement Act of 1937 which reduced the 
amount of a railroad annuity or pension where the individual or his spouse is 
entitled to certain insurance benefits under the Social Security Act 

I am quite certain you are acquainted with the inequities which crept into the 
act under Public Law 234 of the 82d Congress which penalized rail workers where 
they had the ability and energy to go to work in industries covered by the Social 
Security Act after their retirement from railroad work and because they acquired 
enough rights under the Social Security Act to obtain social-security benefits 
their railroad-retirement annuity was reduced by the amount they received from 
social-security funds I believe this to be a discrimination against the rail 
workers which does not apply to other groups, such as Civil-service employees, 
members of the Armed Forces, etc., who may come under other retirement 
systems. It is my hope that the committee will give favorable consideration to 
H. R. 5097 or a similar bill, as I have no pride of authorship in H. R. 5097, so 
that this inequity may be eliminated from the Railroad Retirement Act. In my 
home district I have had a number of annuitants under the Railroad Retirement 
Act who have worked in social security covered industries and who have suffered 
from the inequities under the present act as it is administered. This was the 
motivating factor in my introduction of H. R. 5097 since I wish to see the 
inequities eliminated and the annuitants of the Railroad Retirement Act reap 
the same benefits and privileges as those persons who are under civil-service 
retirement or military retirement. 

Respectfully yours, 
PAuL CUNNINGHAM. 


(Whereupon, at 5 p. m., the hearing was adjourned, subject to the 


eall of the Chair.) 





